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President's Letter of Transmittal 


To the Congress of the United States 


Transmitted herewith is the Annual Report of the Foreign As- 
sistance Program of the United States for Fiscal Year 1962. The 
report was prepared under the direction of the Administrator of the 
Agency for International Development, with the cooperation and 
participation of the Department of State and the Department of 
Defense. 

The period covered by this report was a time of careful examination 
and appraisal of our aid program. More than that, it was a year of 
progress and achievement. As a result of this scrutiny, new and more 
stringent criteria were designed to determine eligibility for United 
States assistance. A reassessment of our objectives resulted in estab- 
lishing increasingly practical goals. Better operational procedures 
were developed and set in motion. In addition, a whole series of steps 
was taken within the Agency for International Development to unify 
and coordinate the administration of the program. 

Congress has created the tools by which we seek to attain our foreign 
objectives and strengthen the security of the United States. Our 
assistance program is one of these tools, if not the principal one. The 
future of the free world, as well as the destiny of millions subject to 
tyranny and oppression, rests upon how well we use these tools. We 
shall continue to search for ways in which we may become more skillful 
artisans in the job of building a world of peace and freedom. 


Tur Warre House 
YA) — 


August 28, 1963. 
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Report to the Congress on Foreign 


Assistance Program 
for Fiscal Year 1962 


I. INTRODUCTION 


Fiscal year 1962 was one of the most significant periods in the 
history of the foreign aid program. Fundamental changes were 
made in the conception and organization of foreign assistance. On 
the foundation of the old program, which had been designed for the 
needs of an earlier time, was erected a new program designed for 
the needs of the 1960's—the Decade of Development. 

On September 4, 1961, the Foreign Assistance Act of 1961 was 
signed into law. This new legislation, the first basic foreign assist- 
ance statute since the Mutual Security Act of 1954, established the 
framework for the new foreign aid program. 

Meanwhile, basic changes in the structure and administration of 
the aid agency were formulated by a Presidential Task Force on 
Foreign Economic Assistance headed by Henry R. Labouisse. 

On November 4, 1961, the Agency for International Development 
(AID) was created as successor to the International Cooperation 
Administration. Based on the Foreign Assistance Act, as well as 
the recommendations of the Presidential Task Force, AID was made 
responsible for foreign economic assistance and for coordinating 
military assistance. The Development Loan Fund, created in 1957, 
was incorporated into the new agency. AID also was made re- 
sponsible for economic aspects of the Food for Peace program, and 
for administering loans to American businesses from local currencies 
generated by agricultural sales—the so-called *Cooley Loan Program." 

Another feature of the year was the launching of the Alliance for 
Progress by the signing on August 17, 1961, of the Charter of Punta 
del Este, a formal agreement among 20 nations to build together a 
prosperous and democratic Western Hemisphere. Earlier in the 
year Congress had approved a special appropriation of $600 million 
for the Alliance. 

Also significant was the formation on October 1, 1961, of the 
Organization for Economic Cooperation and Development (OECD), 
which was comprised of Western Europe, the United States, and 
Canada. Although not a member of the OECD, Japan was a mem- 
ber of the Development Assistance Committee (DAC) which had 
the function of expanding and coordinating foreign aid efforts of 
donor countries. This marked the beginning of a new emphasis on 
cooperation among donor nations, as well as on increasing the level 
and improving the terms of aid provided by our European allies, 
Canada, and Japan. 

] 


Il. THE NEW PROGRAM 


Foreign Assistance Act of 1961 


On September 4, 1961, the Foreign Assistance Act of 1961 was 
signed into law. This act reaffirmed the importance of the foreign 
assistance program in the total scheme of American foreign policy. 
Once again, Congress declared that the foreign assistance program is 
“a primary necessity, opportunity, and responsibility of the United 
States.” Congress further declared that it is the purpose of the 
United States through its foreign assistance program “to help make 
& historic demonstration that economic growth and political democ- 
racy can go hand in hand to the end that an enlarged community of 
free, stable and self-reliant countries can reduce world tensions and 
insecurity." 

Besides authorizing development grants and technical cooperation, 
Congress authorized for the first time a 5-year program of long-term 
development lending. Subject only to annual appropriations and to 
criteria stated in the law, commitments for long-term loans can be 
made under this authority on such terms and conditions as the 
President may determine. 

Congress also authorized an expanded program of investment guar- 
anties for stimulating the flow of private investments into less- 
developed countries. 

A program of development research was authorized for the first 
time for the purpose of improving the effectiveness of foreign assist- 
ance and stepping up the process of development. 


Task Force on Foreign Economic Assistance 

While Congress was working on passage of the new Foreign As- 
sistance Act, the executive branch was working on plans for reorganiz- 
ing the administration of the foreign assistance program. A Presiden- 
tial Task Force on Foreign Economic Assistance, headed by Henry R. 
Labouisse, was appointed to develop the program, legislation, and 
organization for carrying out the new concepts enunciated by the 
President in his March 22, 1961, message to Congress. 


Establishment of AID Marks New Chapter in Foreign 
Assistance 

In accordance with the guidelines set forth in the Foreign Assistance 

Act of 1961, as well as the recommendations on program and adminis- 

trative reorganization made by the Presidential Task Force on Foreign 


Economic Assistance, the Agency for International Development was 
established in the fall of 1961 as successor to the International 
Cooperation Administration. 

Between the passage of the Greek-Turkish aid bill in 1947 and 
the establishment of AID in 1961, the foreign aid program passed 
through a series of phases, each of which was a response to the chal- 
lenge of the time. 

During the first phase, 1948-53, two historic events occurred. The 
first was the launching of the Marshall Plan, a recovery program for 
putting Europe back on its feet economically and politically. The 
second was the initiation of *Point Four," a program of technical 
assistance to less-developed countries. 

In 1950, events in Korea made it necessary for us to change our 
approach to the problems of the less-developed countries. Communist 
aggression in that country made it clear that if the less-developed 
countries were to survive—especially those bordering on the Commu- 
nist world—technical assistance would have to be supplemented by 
military aid. The first Act for International Development passed by 
Congress in 1950, therefore, was augmented in 1951—the beginning 
of the second phase—by a mutual security program for military assist- 
ance to less-developed countries. Under this new program, military 
assistance was also provided to Europe, where the presence of powerful 
Communist armies necessitated a similar strengthening of free world 
defenses. The Mutual Security Agency (MSA) was established as 
successor both to the Economic Cooperation Administration which 
had administered the Marshall Plan, and the Technical Cooperation 
Administration. When President Eisenhower assumed office, the 
Foreign Operations Administration (FOA) was established as suc- 
cessor to MSA. 

By 1956—the beginning of the third phase—the immediate military 
needs of Europe and the less developed countries had eased somewhat 
and new emphasis had begun to be placed on economic development. 
The beginning of this new phase was signified by the establishment of 
the International Cooperation Administration. In 1957, at the urging 
of Congress, the Development Loan Fund was established to permit 
long-term lending at reasonable rates of interest to countries engaged 
in economic development programs. This was the first real emphasis 
on development loans, which today are a major tool of the foreign 
assistance program. 

The sale of agricultural products—and the use of funds from those 
sales for economic development purposes—was also increased when 
Congress in 1954, passed Public Law 480, which became the Food for 
Peace program. 

By 1961—the beginning of the fourth phase—the conditions which 
governed the foreign aid program during the 1950's had changed sub- 
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stantially. Europe had completely recovered from the ravages of war. 
The need for large-scale military assistance had been reduced. While 
there had been a decrease in overt Communist aggression, the danger 
of internal subversion had increased. A new approach to the problem 
of Communism was required. New approaches also were required with 
respect to economic development. To meet these needs, new working 
concepts were set forth as the basis for the operations and organization 
of the Agency for International Development: 


1. Long-term development assistance based on well-con- 
ceived program plans prepared by the developing countries 
in cooperation with the United States will result in 
significant progress toward self-sustaining growth during 
the 1960's. 

2. Assistance will be successful in relation to the ability and 
willingness of developing countries to help themselves. 

3. Aid programs will be tailored to the capacity of a country 
to use assistance effectively, as well as to the varied needs 

' of different countries with respect to the threat of Com- 
munism. The nature of the aid to be used will depend on 
the situation in the particular country. 

4. In order to encourage self-help, loans on reasonable terms 
are preferable to grants for long-term development, and 
repayment should be in dollars rather than local currency. 

5. Assistance to the less-developed countries is the collective 
responsibility of the developed countries and a greater 
share of the responsibility for aid should be borne by our 
allies. 


These premises represent a major shift of emphasis in the working 
concepts underlying the foreign aid program. 


The Lessons of Experience 

During the past 10 years, most foreign aid has been in the form of 
grants. Initially, most loans were “soft” loans—repayable in local 
currencies rather than in dollars—which created problems with 
respect to the use of soft currencies received as repayment. 

Experience has emphasized the importance of predicating aid on 
self-help and internal reform on the part of receiving countries. IL 
became clear that “performance standards" were needed in order for 
externa] assistance to be effective. 

Experience also clearly demonstrates the need for an approach 
based on carefully constructed country development plans formulated 
by the developing country in cooperation with the United States. 
Most programming during the past 10 years wason an individual proj- 
ect basis. Under the new system, programs are developed and projects 
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evaluated from the standpoint of their relationship to general 
development needs. 


Administration Heorganized 

The administrative machinery of the foreign aid program was ex- 
tensively reorganized during the fall of 1961 on the basis of a thorough 
study of administration by the President's Task Force on Foreign 
Economic Assistance. Primary responsibility for operations was 
shifted from functional offices to geographic offices. Four regional bu- 
reaus representing Latin America, Europe and Africa, the Near East 
and South Asia, and the Far East were established, each headed 
by an assistant administrator, responsible directly to the Adminis- 
trator of the Agency. 

Other units were established as supporting offices. An Office of 
Development Finance and Private Enterprise was created to establish 
standard policies and procedures for all capital assistance, to review 
all loans, to coordinate AID loans with those of other Government 
agencies, and to promote U.S. private investments as well as the mo- 
bilization of private capital within the less-developed countries. An 
Office of Engineering was established to develop engineering policies 
and standards and to oversee engineering practices in the Agency. An 
Office of Material Resources was created to administer the use of U.S. 
Government excess property and agricultural commodities as a part 
of the foreign assistance program, and to work with American vol- 
untary agencies in providing relief and rehabilitation assistance to 
less-developed countries. A Program Review and Coordination Staff 
was established for agencywide program and policy planning, eco- 
nomic analysis, and the review and coordination of all AID programs 
as well as military assistance activities. 

A complete review of personnel was made during the transition 
from ICA to AID, and 274 ICA employees were not rehired. New 
chiefs were appointed for many AID country mission teams, and a 
completely new administration was recruited. 


Appropriations for Fiscal Year 1962 


Congress appropriated $3,914.6 million for the foreign assistance 
program for fiscal year 1962, and an additional $600 million for Latin 
America for a total of $4,514.6 million. Broken into component parts, 
$1,112.5 million was provided for development lending; $296.5 million 
for development grants; $425 million for supporting assistance; 
$1,600 million for military assistance; and $275 million for the con- 
tingency fund. These appropriations reflect the shift from grants 
to loans, and the strengthening of long-term economic development 
compared with short-term spending for security objectives. 
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HI. THE ALLIANCE FOR PROGRESS 


The Act of Bogota 


The Alliance for Progress represents the first cooperative effort by 
a group of nations to modernize an underdeveloped region of the 
world in its entirety—and to do so according to goals and standards 
agreed upon by the countries concerned. 

The 1960 Act of Bogota, an officia] action of the Council of the 
Organization of American States (OAS), set in motion some of the 
developments that led to President Kennedy’s proposal for an Alliance 
for Progress. The Act of Bogota recommended measures for social 
improvement and economic development. It took note of the decision 
of the United States to establish a special fund for Latin American 
social development (the Social Progress Trust Fund), and urged the 
Organization of American States to sponsor meetings for promoting 
multilateral cooperation for social and economic progress in Latin 
America. 


The Social Progress Trust Fund 


The Social Progress Trust Fund—designed to build homes, schools, 
water systems, and similar projects—was established by the United 
States in the spring of 1961, and financed with $394 million of the 
$500 million Congress appropriated for an Inter-American Program 
for Social Progress (IAPSP). The fund is administered through the 
Inter-American Development Bank (IDB). 


Charter of Punta del Este 


The Alliance for Progress was proposed by President Kennedy on 
March 13, 1961, and its charter was signed at Punta del Este, Uruguay, 
by all members of the OAS except Cuba. 

The Charter is a formal agreement by the signatory countries on 
a program of action. Goals are stated along with programs required 
for their achievement. These are the principal goals for the decade of 
the 1960's as stated in the charter: 


To achieve sustained growth of per capita income and self- 
sustained economic growth of not less than 2.5% per capita 
per year; 

To achieve more equitable distribution of national income 
and a higher proportion of the national product devoted to 
investment while maintaining stable price levels; 

To achieve economic diversification, involving reduction of 
dependence on exports of primary products, and stablization 
of export earnings; and to raise agricultural productivity as 
well as encourage agrarian reform; | 


To eliminate adult illiteracy and by 1970 to assure access 
to at least six years of primary education for each school-age 
child; 

To improve health conditions, including the increase of life 
expectancy by a minimum of five years; 

To increase low-cost housing construction; 

To strengthen existing arrangements for economic integra- 
tion. 


In order to achieve these objectives, it is agreed in the chapter that 
certain requirements will have to be met : 

1. Development programs shall be in accord with democratic 
principles. 

2. Development shall be based on the principle of self-help stated in 
the Act of Bogota, and on maximum use of domestic resources. 

3. Developing countries shall be assisted by adequate outside capital 
on terms which are compatible with development needs and 
capabilities. 

4. Private as well as public institutions shall be strengthened in 
order to make more effective use of domestic resources. The fruits 
of progress shall be fairly distributed. 

The Punta del Este agreement provided that at least $20 billion 
of outside capital shall be made available to Latin America during the 
coming 10 years. 

The agreement also called for development plans to be prepared as 
soon as possible by all Latin American countries. A committee of nine 
experts, the *Panel of Nine," was established under the agreement to 
advise governments on their plans, as well as to assist with regional 
economic integration and commodity stabilization. 

The charter sets forth guidelines for improving and extending re- 
gional economic integration, and makes specific suggestions for meas- 
ures to stabilize commodity markets. 


The First Year of the Alliance 


During fiscal year 1962 the Alliance concentrated on long-range de- 
velopment goals and on improved planning. This concentration was 
intended to convert aid from a series of scattered projects into an inte- 
grated program designed to serve the larger goals of social justice and 
economic development, thus bolstering the political independence of 
the Latin American states against Communist infiltration and subver- 
sion. The program calls on the Latin American peoples and govern- 
ments themselves to contribute some 80 percent of the total resources 
deemed necessary for success. The major burden for fundamental 
economic and social reforms thus rests upon Latin America. One of 
the key elements in the program is a commitment to social reforms 
which the Latin American nations made in the Charter of Punta del 
Este. 


There was progress during the year in several fields, particularly 
modernization of agriculture, tax reform, and economic and investment 
planning. Three nations—Colombia, Bolivia, and Chile—submitted 
their long-range development plans to the panel of nine experts during 
fiscal year 1962. 'Two other national plans were nearing completion 
when the year ended, while in still other nations, the organization and 
strengthening of planning bodies went forward, sometimes with finan- 
cial or technical assistance from the participating organizations in the 
Alliance itself, sometimes with aid from the OAS, the Inter-American 
Development Bank (IDB), or the Economic Commission for Latin 
America (ECLA). 

The goals of a free economy and an open society, including the de- 
velopment of private enterprise, have been kept constantly in mind. 
Home-grown private enterprise has been encouraged as have 
United States and other foreign investment and trade. Sixteen Latin 
American nations have signed investment guaranty agreements with 
the United States. 

During the year, there was increasingly close cooperation among the 
national and international agencies working for the economic and 
social development of Latin America. A United States interagency 
committee was set up and close working ties were established and main- 
tained with the Inter-American Development Bank, the Export- 
Import Bank of Washington, the Organization of American States, 
the International Bank for Reconstruction and Development (IBRD), 
and other international agencies or institutions. The World Bank 
began organizing cooperating groups in several nations to contribute 
to the long-term development of Latin America. 


Criticisms of the Alliance 

The political goals of the Alliance were under a two-sided attack 
during the year. Cuba, although it participated in the Punta del Este 
Conference, did not sign the Charter of Punta del Este, and was later 
expelled from the Organization of American States. Cuba and other 
members of the Sino-Soviet bloc mounted defamatory campaigns 
against the Alliance. Meanwhile, rightist elements in some of the na- 
tions bitterly challenged the Alliance's aim of broader social justice, 
foreseeing a lessening of their privileges. 

The year also brought some criticism centered on instability in com- 
modity markets, especially coffee. According to some observers, the 
weakening of the coffee price under the impact of heavy world sur- 
pluses was costing some nations more than they were receiving in 
external assistance under the Alliance. To meet this problem an inter- 
national agreement for coffee price stabilization was concluded and 
was the subject of a July conference of both importing and exporting 
nations. 


A further criticism was that the Alliance was moving too slowly, 
and that evidence of Alliance achievements was scanty. But by March 
13, 1962, the Alliance had met its commitments to make $1 billion avail- 
able for Latin American economic and social development during 
the first year. There were some delays, due to the lack of adequate 
planning or unsubstantiated projects, to difficulties in enacting en- 
abling legislation within recipient countries, and to the time required 
to negotiate satisfactory loan agreements. 


Increasing Emphasis on Latin Ámerica 

Prior to the Alliance for Progress, aid for Latin America was a 
small part of this country's total aid program. From 1946 to 1960, 
such aid was primarily in the form of Export-Import Bank loans and 
averaged only 7 percent of total United States economic assistance. 
But in fiscal 1962, the first year of the Alliance, Latin America received 
approximately 25 percent of all U.S. foreign economic assistance com- 
mitments, totaling $1,123.7 million. Of this, $205.2 million was in 
grants and $918.5 million in loans. AID itself obligated or loaned 
$478.2 million. Development loan commitments totaled $188.7 million 
and supporting assistance obligations—two-thirds of which 
were in loans—approximated $107.2 million. An additional 
$100 million—appropriated in 1961 for Chilean reconstruction after 
the earthquakes and tidal waves of 1960—had been obligated by 
June 30, 1962. | 

Development grant obligations from worldwide appropriations 
amounted to $18 million and from IAPSP funds, $64 million. Ex- 
port-Import Bank loans of more than 5 years’ duration (included in 
the calculations of Alliance commitments) totaled $262.6 million dur- 
ing the year. The Inter-American Development Bank, through the 
Social Progress Trust Fund, obligated $224.4 million during the year. 
Food for Peace obligations to Latin America aggregated $147.2 million, 
while the Peace Corps accounted for another $7.3 million. 

Total disbursements from all U.S. sources during the 1962 fiscal 
year were $1,036 million. Actual disbursements of fiscal 1969 funds 
totaled $290.6 million, of which $208.3 million was through AID. 


Economic Progress 

Some loans or grants were made to relieve balance of payments 
pressures or budgetary difficulties, and in the hope that they would 
prevent the recurrence of such problems. The nations which received 
such assistance in fiscal year 1962 included Argentina, Colombia, 
Brazil, Dominican Republic, Ecuador, and Bolivia. 

Another important category of economic assistance 1s credit for 
income-producing enterprises which will provide employment and 
goods. Such credits can be made directly to the enterprise or through 
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intermediate credit institutions established to administer such credits. 
The first category includes a $1 million loan from the Inter-American 
Development Bank for a fruit processing plant in Argentina; a 
$2 million grant from AID for improvement of Bolivia's rail ways; and 
a $14.9 million loan from the Export-Import Bank for Mexico's rail- 
ways. An example of the second category is an AID credit of 
$5 million to Ecuador to finance loans through the country's com- 
mercial banks for enterprises such as fertilizer plants, slaughterhouses, 
and food-processing firms. The Central American Bank for Economic 
Integration, which has backing from AID, made a number of loans to 
productive enterprises. 

Economic and investment planning as contemplated in the Charter 
of Punta del Este is another area vital to orderly progress. Planning 
groups now exist in all of the nations which are members of the Al- 
liance. In some instances, such as Brazil and Argentina, they have 
been helped by grants, loans, and technical assistance from AID. 
Other nations have received assistance from other inter-American or 
international organizations. The enlargement of national markets 
also contributes to the economic strength of Alliance nations. In this 
respect, the United States has made significant efforts to support the 
Central American Common Market, as well as the Latin American 
Free Trade Area. In Central America, Costa Rica, Nicaragua, El 
Salvador, Honduras, and Guatemala have joined in a treaty which 
requires them to establish a common market by 1966. A common 
external tariff is to be established, as well as a central clearinghouse, 
uniform investment incentive laws, and a uniform code of customs 
administration. This will create a potential market of 11 to 12 million 
people. The United States has made available $2 million to the 
Central American Bank for Economic Integration and loaned 
$1 million for engineering and feasibility studies related to further 
regional economic development. A regional AID mission has been 
established to deal with regional institutions on integrated matters. 
This mission has already been instrumental in the consolidation of 
mapping and surveying activities among the five countries, and in the 
preparation and distribution of more than 2 million elementary school 
texts for some 800,000 school children. 


The Need for Reform 


Reforms in tax legislation and administration are other important 
means with which to further economic progress. Under the Punta del 
Este Charter, the Latin American nations agreed to the *more effec- 
tive, rational and equitable mobilization and use of financial resources 
through the reform of tax structures . . . and the strict application 
of measures to improve fiscal administration." A year-end accounting 
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A further criticism was that the Alliance was moving too slowly, 
and that evidence of Alliance achievements was scanty. But by March 
13, 1962, the Alliance had met its commitments to make $1 billion avail- 
able for Latin American economic and social development during 
the first vear. There were some delays, due to the lack of adequate 
planning or unsubstantiated projects, to difficulties in enacting en- 
abling legislation within recipient countries, and to the time required 
to negotiate satisfactory loan agreements. 


Increasing Emphasis on Latin America 

Prior to the Alliance for Progress, aid for Latin America was a 
small part of this country’s total aid program. From 1946 to 1960, 
such aid was primarily in the form of Export-Import Bank loans and 
averaged only 7 percent of total United States economic assistance. 
But in fiscal 1962, the first year of the Alliance, Latin America received 
approximately 25 percent of all U.S. foreign economic assistance com- 
mitments, totaling $1,123.7 million. Of this, $205.2 million was in 
grants and $918.5 million in loans. AID itself obligated or loaned 
$478.2 million. Development loan commitments totaled $188.7 million 
and supporting assistance obligations—two-thirds of which 
were in loans—approximated $107.2 million. An additional 
$100 million—appropriated in 1961 for Chilean reconstruction after 
the earthquakes and tidal waves of 1960—had been obligated by 
June 30, 1962. | 

Development grant obligations from worldwide appropriations 
amounted to $18 million and from IAPSP funds, $64 million. Ex- 
port-Import Bank loans of more than 5 years! duration (included in 
the calculations of Alliance commitments) totaled $262.6 million dur- 
ing the year. The Inter-American Development Bank, through the 
Social Progress Trust Fund, obligated $221.4 million during the year. 
Food for Peace obligations to Latin America aggregated $147.2 million, 
while the Peace Corps accounted for another $7.3 million. 

Total disbursements from all U.S. sources during the 1962 fiscal 
year were $1,036 million. Actual disbursements of fiscal 1962 funds 
totaled $290.6 million, of which $208.3 million was through AID. 


Economic Progress 

Some loans or grants were made to relieve balance of payments 
pressures or budgetary difficulties, and in the hope that they would 
prevent the recurrence of such problems. The nations which received 
such assistance in fiscal year 1962 included Argentina, Colombia, 
Brazil, Dominican Republic, Ecuador, and Bolivia. 

Another important category of economic assistance is credit for 
income-producing enterprises which will provide employment and 
goods. Such credits can be made directly to the enterprise or through 
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intermediate credit institutions established to administer such credits. 
The first category includes a $1 million loan from the Inter-American 
Development Bank for a fruit processing plant in Argentina; a 
$2 million grant from AID for improvement of Bolivia s railways; and 
a $14.9 million loan from the Export-Import Bank for Mexico's rail- 
ways. An example of the second category is an AID credit of 
$5 million to Ecuador to finance loans through the country's com- 
mercial banks for enterprises such as fertilizer plants, slaughterhouses, 
and food-processing firms. The Central American Bank for Economic 
Integration, which has backing from AID, made a number of loans to 
productive enterprises. 

Economic and investment planning as contemplated in the Charter 
of Punta del Este is another area vital to orderly progress. Planning 
groups now exist in all of the nations which are members of the AI- 
lance. In some instances, such as Brazil and Argentina, they have 
been helped by grants, loans, and technical assistance from AID. 
Other nations have received assistance from other inter-American or 
international organizations. The enlargement of national markets 
also contributes to the economic strength of Alliance nations. In this 
respect, the United States has made significant efforts to support the 
Central American Common Market, as well as the Latin American 
Free Trade Area. In Central America, Costa Rica, Nicaragua, El 
Salvador, Honduras, and Guatemala have joined in a treaty which 
requires them to establish a common market by 1966. A common 
external tariff is to be established, as well as a central clearinghouse, 
uniform investment incentive laws, and & uniform code of customs 
administration. This will create a potential market of 11 to 12 million 
people. The United States has made available $2 million to the 
Central American Bank for Economic Integration and loaned 
$1 million for engineering and feasibility studies related to further 
regional economic development. A regional AID mission has been 
established to deal with regional institutions on integrated matters. 
This mission has already been instrumental in the consolidation of 
mapping and surveying activities among the five countries, and in the 
preparation and distribution of more than 2 million elementary school 
texts for some 800,000 school children. 


The Need for Reform 


Reforms in tax legislation and administration are other important 
means with which to further economic progress. Under the Punta del 
Este Charter, the Latin American nations agreed to the *more effec- 
tive, rational and equitable mobilization and use of financial resources 
through the reform of tax structures . . . and the strict application 
of measures to improve fiscal administration." A year-end accounting 
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shows that 14 nations have taken steps to improve their tax and cus- 
toms systems and administration. Most of these have made major 
adjustments. Real reforms took place in 1961 and 1962 in Mexico, El 
Salvador, Panama, Argentina, and the Dominican Republic. Earlier 
reforms had occurred in Colombia, Venezuela, Peru, and Brazil. In 
Bolivia, customs revenues have increased by an estimated 51 percent 
since 1960. Assistance in this complex field has been provided by 
AID, OAS, the Economic Commission for Latin America, the United 
States Treasury and Internal Revenue Service, and private 
institutions. 


Increasing Human Resources 

The improvement. of human resources through specialized training 
and education is another way in which AID and the Alliance have 
worked to further economic improvements. In many instances, the 
shortage of trained technicians and engineers in Latin America is 
more acute than the lack of capital. Latin America, with a population 
of nearly 200 million, is estimated to have only 50,000 engineers and 
technicians, compared with almost 1,200,000 in the United States. 
AID in fiscal 1962 concluded a number of agreements to help train 
technically competent personnel. It granted $200,000 to the Superior 
Council of Rectors of Central America to provide basic science instruc- 
tion in universities in that area; it is contributing $450,000 over a 
3-year period to strengthen economic studies at the University of Cuyo 
in Argentina, with assistance from the University of Chicago and the 
Catholic University of Santiago, Chile; and it is granting $201,000 
over a 2-year period for an arrangement between the Iowa State Uni- 
versity and the Agricultural College of the University of Uruguay for 
the training of agronomists. In Guatemala, a vocational training in- 
stitute, financed jointly by AID, the Guatemalan Government and 
private sources, is training plumbers, welders, and other skilled work- 
men. Altogether, 37 U.S. universities are now working or about to 
start projects with 57 institutions of higher learning in Latin 
America—bringing the resources of this vast reservoir of knowledge 
to bear on key problems of the area. 


Social Problems 

Social progress in Latin America goes forward in many fields, in 
land reform, in housing, in education, and in health. 

A major cooperative program on behalf of greater social justice, as 
well as economic development, was mounted in northeast Brazil, the 
largest single depressed region in Latin America. In April 1962, AID 
agreed to commit $131 million, matching the Brazilian contribution 
of the equivalent of $145 million, for the first 2 years of a contem- 
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plated 5-year program for the region's 23 million inhabitants. One 
element in this program was the immediate commitment of $33 million 
for impact projects in the field of elementary education, health, water 
resources, and rural electrification. The first of 12 mobile health units 
was dispatched to complement the construction, expansion or renova- 
tion of some 100 permanent health centers. The program calls for the 
construction of approximately 120 community water-supply systems, 
as well as a project for the construction of over 1,200 classrooms for 
200,000 to 250,000 elementary school children, now without educational 
opportunities. 

Agriculture I 

At the end of fiscal 1962, 10 nations of Latin America were either 
expanding agrarian modernization programs or had prepared legis- 
lation for this purpose. These nations are Colombia, Venezuela, Do- 
minican Republic, Guatemala, Mexico, Costa Rica, Peru, Brazil, Chile, 
and Honduras. Venezuela has settled 45,000 families on new land; 
the Dominican Republic has resettled 200 families on 10-acre farms 
within a few months of receiving technical and economic assistance 
under the Alliance; and Colombia is actively pushing ahead with its 
new program. 

Also essential for agricultural development is the availability of 
credit to small and medium farmers. In the Dominican Republic, 
part of a $25 million U.S. loan was used to make 12,000 loans to small 
farmers. In Mexico, under a $20 million AID loan, a program of 
credit for small and medium farmers will be expanded. Mexico's own 
contribution to this program, which aims at a 90-percent increase 
in the income of farmers and rural workers by 1970, has been estimated 
at $187 million. 

Housing and Savings 

Housing has been recognized as one of the most desperate needs of 
Latin America. The United States cannot, by itself, provide the nec- 
essary capital. AID 1s, therefore, seeking to encourage the develop- 
ment of credit cooperatives which can finance home building through 
domestic savings; by credits for specific projects, it is providing con- 
crete examples of new low-cost building techniques. "Through a 
special investment guaranty program, it is promoting private U.S. 
investment in Latin American housing. All of this is in addition to 
technical assistance to host government agencies. 

Largely through the Social Progress Trust Fund, administered by 
IDB, credits for housing have gone to Brazil, Colombia, Costa Rica, 
Panama, Peru, and Venezuela. In Colombia, the national housing 
agency has plans for 132,000 new units within 5 years. President 
Kennedy visited one such project at *E] Techo" in December, 1961. 
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By the end of fiscal 1962, some 5,000 homes had gone up at “El Techo." 
In Rio de Janeiro, the *Barrio da Alliance," or *Alliance Neighbor- 
hood,” one of several slum clearance projects, was started and the first 
families had moved in by November, 1962. It will have 2,250 homes. 

In Peru, U.S.-supplied funds have gone to a central credit co- 
operative, with 248 non-governmental members. In the Dominican 
Republic, AID funds are being used to help establish 70 to 80 credit 
unions. Chile in 1961 established a nationwide savings and loan 
system, with 15 associations already in existence. An AID contract 
was signed with the Credit Union National Association of Madison, 
Wis., under which 475 credit unions may be organized in eight pilot 
nations within & 2-year period. 


Education and Health 


In education, massive programs are underway in Brazil, Bolivia, 
Colombia, the Dominican Republic, Ecuador, Guatemala, Honduras, 
Panama, Paraguay, and Venezuela, among others. Inthe Dominican 
Republic, bids were let on 11 of 33 schools to be built under the AID 
self-help approach; in Ecuador, the national education budget has 
been increased by 70 percent; in Guatemala, AID has assisted in 
preparing 52,000 textbooks for volunteer teachers; in Honduras, 
school building programs to construct 200 new rooms a year are under: 
way; and in Paraguay, a rural education development project to 
build or renovate 1,200 classrooms in rural areas has been started. 

In field of health, a major area of concentration has been on build- 
ing water and sewer systems. Costa Rica has borrowed $7 million 
from U.S. sources for a water supply system for its capital, San Jose; 
Ecuador has contracted for $3 million for improvements to the Quito 
sewer system; El Salvador, under a $4.8 million credit from the 
Social Progress Trust Fund, and with its own resources, is financing 
water and sewer facilities for 71 communities; Mexico has borrowed 
$9,200,000 from the Social Progress Trust Fund for the construction 
of water systems in 12 towns in the Yucatan Peninsula; and Vene- 
zuela has loan agreements totaling $20 million from the Social Prog- 
ress Trust Fund to help provide water systems for 385 urban and rural 
communities with population totaling 670,000. In Rio de Janeiro, 
credits of $35 million will build or improve water and sewer systems 
of benefit to over 214 million persons. 

In Panama, medical teams are being sent to rural areas and are 
servicing 36,000 persons. In El Salvador, AID is supporting the con- 
struction and staffing of seven new health centers to assist 150,000 
persons. Hospital and health-center construction or improvement 
also are part of the development plans of Chile and Uruguay. 
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Summary of Latin Ámerican Programs for Fiscal Year 


1962 * 
[In millions of dollars) 
Country Total 

Argentina .......2.2.2..88. $2. 0 $21.9 
Bolivia . . . .. . ......... 5.2 31. 8 
Brasil S < a ae up Q TELE dee ed 10. 1 84. 5 
Chile: ico k'u 2 Z de SSE re eee CS 2. 4 142. 4 
Colombia . ............. 7.9 37. 9 
Costa Rica. . .......2.2.22.. 1. 9 1. 9 
Dominican Republic ......... 1.0 26. 0 
Ecuador . . . . . . . . . . .. + . X 6.9 19. 9 
El Salvador ........2.2.2... 3. 1 3. 1 
Guatemala. . . . . . . . + . + + . + 4.2 4. 2 
Bait e Z S W 2 A ee XU eS —. 3 6. 8 
Honduras . . . . . . . . . ,. ooo. 2. 9 2. 9 
Mexico . . . . . . . . ,. + + + + + + .6 20. 6 
Nicaragua . . . . . . ... + + + .. 2. 6 3. 5 
Panama . . . . . .. .. , , + + + x 2. 5 12. 4 
Paraguay . . ... .... + + + ss 1.8 1. 1 
Peru. uos uu uuu Soc SLE eus 6s 9. 0 20. 6 
Uruguay... ...... +. + + + + s .9 .9 
Venezuela . . .. ....... + x o’ 1.1 11. 1 
British Guiana . . . . . . . . . . + . 1.4 1. 4 
British Honduras . . . . . . . . . . . .2 .5 
E. Caribbean. . . . . .. .. . . . . .6 2.6 
Jamaica s s . . . Ue + + + + + + x 1. 0 1. 0 
Surinam. .. .. .. .. .. + + + x` .4 .4 
Regional ..— ooo IR e 13. 4 13. 4 

Total 423 .. . . .. . . . . . . 478. 2 


1 Minor discrepancies result from rounding. 

3 This includes $100 million obligated in fiscal year 1962 for earthquake recon- 
struction and development under Special Act, Public Law 86-735. 

š Less than $50,000. 


IV. NEAR EAST AND SOUTH ASIA 


The Near East and South Asia region (NESA), comprising 18 
countries from Greece to India, received more U.S. assistance during 
fiscal year 1962 than any other region. A total of $1,077.4 million was 
allocated to NESA : $759.5 million in development loans, $64.8 million 
in development grants, and $253.1 million in supporting assistance. 
This represented a considerable increase over previous years. Until 
1958-59, the level of the aid program for NESA remained relatively 
stable, varying between 20 and 30 percent of the total aid program. 
Beginning with the establishment of the Development Loan Fund 


1$ 


(DLF) in 1957, large loan commitments were made in the NESA 
region, especially to India and Pakistan. 


Economic Development 

In India, AID loans have helped to rehabilitate the railway system. 
finance the expansion of local industry, and improve the power supply. 
In addition, loans have financed imports of American machinery and 
commodities vital to the expansion of the country's industrial produc- 
tion. Under Title I of the Public Law 480, so-called Cooley loans to 
businesses that are branches, affiliates or subsidiaries of American firms 
have increased in amount over the past year, assisting in the develop- 
ment of private industry and the expansion of trade. The United 
States is a member of a consortium—headed by IBRD and includ- 
ing in its membership most of Western Europe, Canada, and Japan— 
which is pledged to assist the Indian development program. 

Pakistan is also committed to a comprehensive economic develop- 
ment program. A consortium has also been formed for Pakistan 
headed by the World Bank. Foreign exchange assistance of approxi- 
mately $945 million was committed by the consortium to help finance 
the second and third years of the second 5-year plan. 

Both nations now have the technical competence, with the aid of 
small technical assistance programs, to plan and implement effectively 
their development plans. Encouraging progress is being made in this 
respect. 

Turkey has also initiated & major development effort but will need 
support from the United States and other advanced countries to suc- 
ceed. Its plan includes steps for further mobilization of national 
resources and reforms of government structure that are essential to eco- 
nomic progress. Greece and Israel are also making good use of avail- 
able resources and have achieved favorable rates of economic growth. 
Both Israel and Greece are reaching the point where they will be able 
to progress without development loans by the United States on con- 
cessional terms. Other countries in the region are also devoting their 
energies and resources to the task of development. In all countries, 
U.S. financial assistance is used not only as a means of achieving prog- 
ress but also to provide a nucleus around which to rally resources and 
the will of the people for sacrifices for national advancement. 

Transportation and communications programs, essential to increased 
independence from outside assistance, are in progress in almost every 
country in the region. Major highways provide quicker transportation 
for essential commodities between the major cities of the area; feeder 
roads provide access to markets for farmers; improved railway facili- 
ties and administration provide transportation for industry and 
workers alike; better telecommunications systems expand the contacts 
and scope of local businesses. Even though they are expensive to com- 
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plete, these projects— whether loan- or grant-financed—provide a 
means of attaining future self-sustained economic growth. 

The United States also continued its assistance to the Central 
Treaty Organization (CENTO), an alliance of Turkey, Iran, Pakis- 
tan, and the United Kingdom. This organization, in addition to its 
military work, strives to promote the free movement of people and 
goods throughout the region through better roads and communica- 
tions, and encourages educational and scientific cooperation for the 
good of all. 

Almost every country in the Near East and South Asia region 
receives assistance in the form of surplus agricultural commodities 
from the United States. Many countries buy grain and other food- 
stuffs from surplus stocks and pay the United States in local cur- 
rency. Valuable foreign exchange that would otherwise be needed to 
buy foodstuffs are thereby released for development purposes. Food 
may also be distributed through voluntary agencies to children and 
the needy in many countries, or may be donated by the United States 
in the wake of some disaster. In some cases, food is sold to a country 
for U.S. dollars, to be paid for over a period of years. All these uses 
of American agricultural surpluses benefit the people of the recipient 
country either directly or indirectly and contribute to economic 
development. 


Social Development 


Greece is an excellent example of the social and economic benefits 
of the technical cooperation program. Since 1915, technical assistance 
has been given in every sector of the economy at a total cost of about 
$14 million. During the past 4 years, technical assistance was pro- 
vided on a decreasing scale as Greece achieved the technical prerequi- 
sites for sustained economic growth. At the end of fiscal year 1962, the 
technical assistance program in Greece was terminated by mutual 
agreement. 

The United States has also made a major contribution to Iran 
through technical training—improving the basic skills needed for 
future development. 

During fiscal year 1962, Iranian farm and home agents, trained 
by AID specialists, worked with more than 1,375,000 farmers, house- 
wives, and children in rural areas, teaching them better methods of 
farming, home economics, and sanitation. Since 1953 through fiscal 
year 1962, the United States has contributed $1,711,000 in dollar 
costs for services and goods for Agricultural Extension Service proj- 
ects in Iran, while the Government of Iran has provided services and 
allocated $4, 720,000 of its own funds for this purpose. 

Not all projects require years to complete; quick, low-cost projects 
can also be effective. In Jordan, the pools that supply the cities of 
Bethlehem and Jerusalem with most of their drinking water date 
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back to Biblical days. These pools would have gone dry if AID, 
working with the Jordanian Government, had not arranged for 
200,000 feet of U.S. Army pipe to be shipped to the area. In 36 hours, 
pipe was laid linking the pools and & newly dug well south of the 
city of Hebron. The pools are now safe from contamination and pro- 
vide ample water for the needs of both cities. The project was widely 
publicized both here and abroad. 


Political Independence 


All AID programs—whether grant or loan, whether for economic 
development, defense, or budget support—contribute to the political 
and economic independence of the recipient countries. Our contribu- 
tions to economic development programs lessen the dependence of 
recipient countries on Soviet bloc trade, aid, and technicians and lessen 
the possibility of Soviet domination through economic pressures. ‘The 
economic advancement of a nation's people generally contributes to 
the stability of the government and of the region. 


Summary of Near East and South Asia Programs for 
Fiscal Year 1962 


(In millions of dollars) 


Supporting| Develo 
assistan sü 


Country ce ment 

grants 
Total 4m oe AG eS A $64. 8 
—FF 
Near East . . . . . . . . . . , + + + 21.5 
Cyprus .. . fe . . BS + + + + + 0 0. 7 
Greece . . . . . . . . +, + + x , 0. . 3 
Iran. . . . .. — 6. — "44 
TAG 6 5S. X Os b Be ex .8 0 .8 
Israel . . . . . . .. .. . .. . . . .4 45. 0 .4 
Jordan . .. .......... .8 0 6. 8 
Lebanon. . . . . . . . . . . . . .4 0 .4 
ll. MEN NECEM NEHME ME .9 14. 7 .2 
Turkey .. . ox . . . . . . . + . .2 10. 0 5.2 
United Arab Republic (Egypt) .9 20. 0 1.9 

Yemen ise .. . ex wok s .8 0 0 
CENTO- «xxu uM edges .4 0 4 
South Asia. . . . . . . . . . s... . 7 39. 8 
Afghanistan .......2.2... 7.4 
Ceylon ............. 1. 4 
dis uu 215c5-k du xe Rex 19. 2 
Nepal. . .. .. . . . . . . . . 3.8 
Pakistan. . . . . . . . . . . .. 8.0 
Regions) i ue oe. a cde diris do d ages 3. 5 


V. FAR EAST 


In fiscal year 1962, the United States provided $399.3 million in 
economic aid to nine Far Eastern nations—Korea, the Republic of 
China (Formosa), the Philippines, Vietnam, Thailand, Laos, Cam- 
bodia, Burma, and Indonesia. The program included $269.4 million 
in supporting assistance grants, $68.3 million in development grants, 
and $61.6 million in development loans. In addition, the United 
States provided through the sales, grant, and loan provisions of Public 
Law 480, approximately $238.1 million in surplus U.S. agricultural 
products to five countries in this region—South Korea, Taiwan, South 
Vietnam, the Philippines, and Indonesia. 

Military assistance to the Far East amounted to $848.7 million, 
divided among Cambodia, Republic of China, Indonesia, Japan, 
Korea, Laos, Burma, the Philippines, Thailand, and Vietnam. Larg- 
est recipient was Korea, with $218.7 million. 

The United States reduced grant aid by more than $100 million and 
increased dollar-repayable loan aid by $20 million in the Far East in 
fiscal year 1962 compared with fiscal year 1961. The economic prog- 
ress of the Republic of China and the Philippines made it possible to 
terminate supporting assistance programs in those two countries. 
However, the heavy defense burden borne by the Taiwan economy 
required a partially offsetting increase in surplus agricultural product 
assistance. No economic aid was furnished under the Foreign Assist- 
ance Áct to Japan and Malaya, very little to Burma, and a relatively 
small amount, in per capita terms, to Indonesia. 

With U.S. assistance, Japan has developed a dynamic, free economy 
with one of the highest rates of growth in the world. Japan has be- 
come one of the principal sources of aid for less-developed Asian 
nations— $380 million—and is second only to Canada as a market for 
U.S. exports. Asin earlier years, a dominant problem for much of the 
Far East in fiscal year 1962 was to maintain the security essential to 
order and progress. 

One of the most critical areas is Vietnam, where U.S. economic and 
military aid is playing a vital role in checking Communist aggression. 
During 1961, several significant steps were taken to assist Vietnam. 

In July 1961, a special U.S. financial group, headed by Dr. Eugene 
A. Staley of the Stanford Research Institute, worked with the Viet- 
namese Government to identify measures needed to meet the special 
economic problems confronting the country. 

Recommendations were made by the Staley mission for programs 
aimed at helping the rural population. It is among rural Vietnamese 
that Communist subversion has been most active. As in Malaya, a 
basic factor in the outcome of the war with the Communists will be 
theextent to which the peasants resist Communist pressure. 
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Recommendations also were made for Vietnamese fiscal and ex- 
change reforms as part of a long-range program to raise domestic 
revenues and unify the exchange rate. 

At the end of 1961, financial moves set in motion by the Staley mis- 
sion were announced. A comprehensive action program for the rural 
population was set forth jointly by the United States and Vietnam on 
January 4, 1962. 

In the fall of 1961, Gen. Maxwell Taylor went to Vietnam at the 
request of President Kennedy to survey the military situation. Gen- 
eral Taylor's trip not only gave reassurance of U.S. support, but was 
followed by action by the Vietnamese Government to cope with a fast- 
moving guerrilla warfare situation. 

On the basis of General Taylor's findings, the Government of Viet- 
nam in cooperation with the United States initiated a “counterinsur- 
gency” program during fiscal year 1962. This is a comprehensive 
program of military, economic, and political action, including local 
security, communications, public health, agriculture, and other types 
of assistance. Its immediate objective is the building of resistance to 
Communist terrorism and propaganda. 


Economic Development 

Free China is making rapid economic progress. In 1961, agricul- 
cultural production increased about 7 percent, manufacturing output 
about 13 percent, and gross national product about 7.5 percent in 
constant prices. In the last half of fiscal year 1962, exports were up 
almost 30 percent over the same period last year. Manufacturing 
wages rose by about 20 percent while the cost of living index rose by 
about 7 percent in 1961, producing a substantial net gain in living 
standards. 

The new Philippine Government eliminated exchange and import 
controls, incrensed customs on nonessentials, introduced other desirable 
financial measures, and created a healthier climate for investment and 
trade. Customs revenues increased sharply, indicating that the law is 
being enforced and corruption curtailed. 

The military government of South Korea undertook serious negotia- 
tions with Japan for a reparations settlement which would be very 
beneficial to the Korean economy. It instituted strong measures 
against tax evasion and graft in government, began a program to give 
farmers relief from usurious money lenders, drafted a 5-year develop- 
ment plan, and attracted foreign investment interest from Europe 
and America. The government also brought more effective manage- 
ment to public enterprises, and generally established an energetic spirit 
of national purpose. 

South Vietnam, although prevented by the war from turning its 
attention to long-range development, adopted an exchange rate reform 
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and increased tax collections. A 29 percent increase in tax revenues 
was recorded for the last 6 months of fiscal year 1962 over the same 
period in fiscal year 1961. 

Economic planning assistance was a feature of AID programs 
throughout the region, especially in Indonesia, Thailand, and the 
Philippines. 


Supporting Assistance 


Approximately three-fourths of the worldwide supporting assist- 
ance appropriations went to the Far East, nearly two-thirds to two 
countries, Vietnam and Korea. This form of financial aid serves a 
double purpose. It normally provides foreign exchange for essential 
imports, closing deficits in the balance of payments of defense- 
burdened nations. Most of these imports are handled through com- 
mercial channels and sold by private businessmen on the local markets. 
The local currency paid by importers for U.S. dollars goes into coun- 
terpart funds which are disbursed for U.S.-approved purposes such 
as support of the aided nation's defense budget and the local costs of 
U.S.-aid projects. In much the same way, our distribution of surplus 
agricultural products under Title I of Public Law 480 provides 
both balance-of-payments assistance and local-currency aid for eco- 
nomic and defense purposes. 

Supporting assistance contributes to economic stability as well as 
strengthening security. It was the lifeblood of the economies of 
Vietnam and Korea in fiscal year 1962. Laos could not exist as an 
independent nation without it. Cambodia's defense forces are to a 
substantial degree dependent upon it. Supporting assistance 
financed road construction in Thailand and Vietnam essential for 
their development and security. In Korea, local currency generated 
by this form of aid has helped finance 159 medium and small indus- 
tries, of which 45 plants went into operation in fiscal year 1962. It has 
similarly financed new and expanded industry in Vietnam and has 
supplemented local capital for agricultural and industrial credit in- 
stitutions in Korea and Vietnam. 

Survey teams of U.S. specialists assessed development potentials 
and requirements in those three countries and passed their findings on 
to the national leaders. In addition to general surveys, the United 
States provided experts to examine Indonesia's tin and coal mining 
and its skilled manpower requirements and training. A U.S. con- 
tract team of economists and engineers worked closely with the Indo- 
nesian Government in assessing the feasibility of development plans 
and projects. 
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Examples of U.S.-Financed Projects 

Highway construction and highway engineering and advisory- 
training services were a major cost element in the Far East programs 
in fiscal year 1962. 

For instance, a U.S. construction firm completed a 5-year program 
of highway building in Vietnam, and a U.S. engineering company 
completed bridge-design and training assignments. The Vietnam 
Highway Department, whose staff includes administrators, engineers, 
and equipment-handling operators trained under U.S. programs, as- 
sumed responsibility for future construction in secure areas. ‘The 
Vietnamese army engineers will handle construction in less secure 
areas. These two Vietnamese agencies, assisted by U.S.-provided 
equipment and funds, intend to undertake construction of about 1,500 
miles of new low-cost roads and rehabilitation of 1,000 miles of other 
roads in rural areas. 

The United States completed grant financing of major road con- 
struction in Thailand in fiscal year 1962. Construction was begun 
on & 33-mile section of the Bangkok-Saraburi Highway, and by the 
end of the fiscal year, 40 percent of this project had been completed. 
Construction also started on a 36-mile section of the Korat-Nongkai 
Highway; bridge construction was almost completed, as well as 86 
percent of engineering and design work. Economic and engineering 
feasibility surveys were completed for the Bangkok-Nakornpathom 
and Chumporn-Nakornsrithamaraj Highways. A national bridge- 
replacement program neared completion, with 137 structures put into 
use during the year. 

In Cambodia, the Khmer-American Friendship Highway, which 
was completed in May 1959, was found to require extensive base re- 
building as well as resurfacing to prevent further deterioration in 
certain sections. Arrangements preliminary to negotiating a recon- 
struction contract were made. 

A highway, bypassing congested areas of Djakarta and linking its 
seaport with the main interior highway network, was nearing com- 
pletion by the end of the fiscal year. Other road improvements in 
Indonesia were assisted by grants of local currency receipts from 
Public Law 480 surplus agricultural product sales. 

Throughout the region, another high priority was the expansion of 
electric power production. A $20.9 million loan to Korea was author- 
ized for a thermal powerplant at Pusan. Rehabilitation of Korea’s 
Chongpyong power dam was started. Surveys of rural electrification 
systems in both northeast and southern Thailand were completed. 
Installation of diesel generators brought practical, low-cost power 
to parts of Vietnam and Indonesia. In Taiwan, the second Shenao 
thermal plant and KuKuan hydro were completed and work pro- 
gressed on the Shihmen hydroelectric and irrigation project. 
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An AID loan to Thailand, at 3 percent interest repayable in dollars, 
was authorized to help build three major irrigation projects, two of 
which are in the economically depressed northeast. Nearly half of 
the local currency proceeds of sales of surplus U.S. agricultural 
products to Indonesia were obligated in fiscal year 1962 to finance 
irrigation works. 

Improvement of water supplies was a prominent element of the AID 
programs in Cambodia, where approximately 400 rural wells were 
dug with equipment furnished by the United States, and in Burma, 
where $500,000 was obligated to provide materials for a water-supply 
system serving a resettlement area for retired servicemen. 

The United States assisted farm population of the Far East in a 
variety of ways. Throughout the region, U.S. specialists helped agri- 
culture departments and agricultural training schools develop better 
methods and make better use of fertilizers. Fertilizer was in fact a 
major import financed by U.S. aid in Korea and Vietnam, and the 
United States provided further assistance to fertilizer production 
in several countries. 

Far East AID missions began concentrating their technical assist- 
ance programs on fewer, high-priority fields, and more directly cor- 
relating technical and development aid. Particular emphasis was 
placed on electric power, coal mining, transportation, telecommunica- 
tions, and on basic industries such as cement. 


Social Progress 

All programs supported by the United States in the Far East are 
intended to promote social development in the sense of helping a 
nation's whole populace to achieve a better life. In a more direct 
sense, however, the United States sought through advisory training, 
community development, and general education programs to broaden 
popular opportunities. 

This is a basic objective of rural community development work 
at the grass roots in Laos, Vietnam, Thailand, the Philippines, and 
elsewhere. The work of the Joint (U.S.-Chinese) Commission for 
Rural Reconstruction on Taiwan, coupled with a thorough-going land 
reform, has helped raise rural living standards and is strengthening 
the middle class there. 

Education was also emphasized in the Far East during FY 1962. 
With U.S. aid, Cambodia continued a long-range improvement of 
its Vocational Trade School. An Education Training Center was 
completed which will graduate 200 teachers annually for new rural 
schools. Since 1955, public school attendance in Cambodia has more 
than doubled. 'To meet the great need for additional teaching staff, 
the United States planned to help develop a second teacher-training 
center. Preliminary steps also were taken by AID to expand the 


National School of Agriculture and to help establish an Institute 
of Technology and a Cambodian-American high school. 

In Indonesia, AID strengthened higher education through contracts 
with the Universities of Indiana, Kentucky, and California (Berke- 
ley and Los Angeles). Indonesian faculty members and government 
officials on educational leave made up a large part of the student bodies 
reached by these programs. In addition, 88 selected graduate students 
were brought to the United States for up to 2 years of study in pro- 
fessions where Indonesian facilities are still inadequate. 

Economic development in the Far East is greatly handicapped by 
the incidence of disease. Malaria is a particularly critical problem. 
With U.S. assistance, eradication of malaria has been completed on 
Taiwan, and striking progress was made during fiscal year 1962 in 
Indonesia, Thailand, Vietnam, and the Philippines. 


Summary of Far East Programs for Fiscal Year 1962 


[In millions of dollars) 


Develop- | Supporting] Develop- 
Country Total ment assistance ment 
| grants loans 


$399.3 | $68.3 | $269. 4 $61. 6 
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VI. AFRICA AND EUROPE 


The Africa/Europe Bureau embraces 32 countries, 30 of which 
are in Africa. 

In fiscal year 1962, $312.8 million in economic aid was obligated for 
African programs, including $59.2 million in supporting assistance, 
$102.9 million in development grants, $65.1 million in contributions to 
international organizations, and $85.6 million in development loans. 
In addition, approximately $121.6 million in surplus U.S. agricultural 
products was provided under the grant and loan provisions of Public 
Law 480, including such projects as the Food for Wages programs to 
combat unemployment in Tunisia and Morocco, the emergency food 
program for war-torn Algeria, and the flood-relief aid to Somalia 
and Tanganyika. 


Aid to Africa from all other free world sources has risen from 
about $900 million in fiscal year 1959 to nearly $1.3 billion in fiscal 
year 1962. France remains the largest contributor with annual obli- 
gations, mostly grants, of close to $700 million, excluding Algeria. 

The Common Market Development Fund is currently approving 
social and economic projects in 17 associated African states at a rate 
of about $200 million per year. U.K. grants and loans to African 
countries average over $150 million annually. West German obli- 
gations reached a peak of almost $113 million in fiscal year 1962, 
while Belgium, Italy, Japan, and Israel also extend some aid to Africa. 

The large number of newly independent A frican nations (18 within 
the last 2 years) poses a number of development problems not present 
in longer established nations in other regions. Africa ranks among 
the least developed in terms of world exports, GNP, literacy, urbani- 
zation, and trained manpower. Its resources are unevenly distributed ; 
natural resources abound in many African countries, while others have 
few known assets of any kind. 

Literacy ranges from 4 percent in Ethiopia to 25 percent in Ghana, 
averaging approximately 18 percent in contrast with an overall aver- 
age of 33 percent for underdeveloped areas. Infant mortality rates 
have been estimated at from 80 per 1,000 in Nigeria to 150 per 1,000 
in other areas of Africa, compared with 26 in the United States. 

Tribal ties are still strong and the integration of various tribal 
units with diverse cultures, languages, and loyalties into cohesive 
national entities with unified goals and purposes presents a formida- 
ble challenge. Leaders are often inexperienced in government and 
administrative procedures and quite a few countries have only a very 
small nucleus of professional and technically trained nationals. 

As the African nations have achieved their independence, many have 
come to recognize the need for more practicable, systematic, and com- 
prehensive development efforts. Steps were taken to establish national 
planning agencies and economic development commissions, but it was 
evident that the necessary skills for national planning and program 
implementation frequently were lacking. It was apparent that the 
AID policy for Africa would have to be heavily weighted toward 
activities designed to accelerate the development of human resources. 

During fiscal year 1962, a few high-priority areas such as education, 
agriculture, and public administration, have been stressed in our aid 
programs in order to help provide the trained manpower necessary 
for institution building which will enable these African countries to 
govern themselves effectively. 

Quite a few of the African countries have already made impressive 
progress. Budget reforms varying in scope and type have occurred 
in numerous countries. Tax reform—modified or new taxes, improved 
tax administration or collection measures—has also occurred in the 
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majority of aid-recipient countries. Additional or new customs duties 
on luxury imports and taxes on nondurable nonessential consumer 
goods have augmented domestic revenues in a number of countries. 

A number of African countries are instituting savings campaigns. 
Incentives for reinvestment are being offered in the Ivory Coast. Ni- 
geria is planning to finance all the recurrent expenses and 50 percent 
of the capital costs of their new development plan with funds derived 
from their own resources. 


Economic Development 


In many African countries, economic progress must be based largely 
upon agricultural development. Others are in a position to move 
toward a more diversified economy. 

About 24 percent of development grant funds obligated for African 
programs was devoted to agricultural development, largely in terms 
of assistance to extension, education, and research activities. In one 
project, providing for the establishment of regional poultry centers, 
a poultry adviser helped the Nigerians to plan and construct laying 
and brooder houses, feeders, waterers, and nests at a regional poultry 
substation and training center at Abakaliki. Inexpensive houses were 
made of indigenous materials—mud, wire netting, thatch—to dem- 
onstrate how easily facilities could be built for year-round egg 
production. 

AID funds were programed for importing 1,300 chicks and two 
7,000-egg incubators from the United States. A total of 54 range 
shelters have been completed and construction is underway for a proc- 
essing plant to teach proper methods of preparing chickens for mar- 
ket. The center’s most important facet—the extension and training 
of farmers, farm managers, and additional extension workers—now 
includes facilities for 28 students, with additional classrooms and 
dormitories planned for next year. In addition, instruction in poultry 
farming is conducted by the U.S. advisor using Nigerian radio and 
television facilities. 

The success of the program throughout eastern Nigeria is indicated 
by the rapidly falling egg prices from their previous high of $1.25 a 
dozen to 70 cents a dozen. Six commercial producers are in business, 
and large numbers of eastern Nigerians have been made aware of the 
changes in poultry raising which have taken place within the past 2 
years. 

One of the largest agricultural aid projects was undertaken in Came- 
roon, Chad, Niger, and Nigeria, aimed at the eradication of the rinder- 
pest cattle disease. More than $6,300,000 has been programed by joint 
agreements between AID, the Commission for Technical Cooperation 
in Africa (CCTA), and the European Economic Conimunity (EEC) 
for a 3-year campaign aimed at eradication of the disease. Approxi- 


mately 8 million head of cattle, representing a capital investment of 
300 million are pastured in these four countries which border on Lake 
Chad. In addition, many important cattle trade routes originate in 
or cross the region, posing a constant threat to cattle in other parts of 
Africa. The project calls for vaccine to be manufactured in labora- 
tories at Vom, Nigeria and Tareba, Chad. About 7,650,000 head of 
cattle will be vaccinated each year for 3 years. By vaccinating all 
cattle within and entering the region each year of the campaign, at no 
cost to the owners of the herds, it is hoped the disease can be com- 
pletely eliminated. Mobile field units will be equipped and main- 
tained to wipe out isolated outbreaks. Total contributions by AID 
will amount to $775,000, plus the services of one U.S. veterinarian. 
The African countries will contribute the equivalent of $3,565,200 in 
goods, services, or monies. The European Economic Community will 
contribute $1,972,000. 'The program will terminate in fiscal year 1965. 


The Focus of the Program—Development Loans 

The major areas for development lending in Africa which now have 
top priorities are: Transportation, industry, and power and water. 

Improved transportation via highways, railways, and airways is a 
prerequisite to the economic development of this vast continent. Ac- 
cess to Africa from the outside world is still easier than movement 
within and between countries. 

Power is another key to the development of Africa, whose unhar- 
nessed water resources exceed those of any other continent. Almost 
every African economic development program calls for greatly in- 
creased power for operating new mines, factories, farms, village 
workshops, and homes. Despite an abundance of water resources in 
many parts of Africa, water shortages limit economic advacement in 
at least half the continent. A better utilization of water is vital to 
economic development for the sub-Saharan countries which face 
either perennial drought or seasonal flooding. 

Some illustrations of development lending are: 

Tunisia—3-Y ear Plan 

Fiscal year 1962 marked a turning point in U.S. economic assistance 
to Tunisia. For several years the Government of Tunisia has been 
preparing for its formal development effort. Late in 1961, Tunisia 
published a 10-year perspective for 1962-71. Having met most of the 
AID criteria for long-term assistance, with particular emphasis on 
self-help and the promotion of social justice, the Tunisian Government 
was provided a U.S. multiyear commitment in support. of that coun- 
try's development plan. The 3-year commitment calls for heavy reli- 
ance upon loan financing with continuing emphasis on the use of 
Public Law 480 commodities. 
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Transcameroon Railway System—Federal Republic of the Cameroons 

This project was undertaken to extend the present Cameroon rail- 
road system to the north in order to develop the market economy of the 
country and promote agricultural production in the north. 

It provides for a 205-mile extension of the Cameroon railroad system 
at an estimated total cost of $35 million, to be financed by AID, the 
EEC, and France. Of the total, AID is making available a loan of 
$9.9 million which will be utilized largely in the United States to 
finance the costs of material, equipment, and services. The agreement 
provides for the loan to be repayable in dollars over 40 years and carries 
& credit fee of 34 of 1 percent. 


Social Development 

It is axiomatic that social development, particularly in the newly 
independent nations, goes hand in hand with economic progress. 

In fiscal 1962, our assistance activities tried to advance social devel- 
opment with programs in education, health, community development, 
agricultural cooperatives, and rural development. 

Foremost among the many needs in the field of social progress is 
the necessity of creating an educational base upon which future eco- 
nomic development can be built. A shortage of African high school 
graduates was one of the major bottlenecks in developing economic 
capabilities. Increasing educational opportunities for more Africans 
increases their potential to create and share the fruits of economic and 
social development. 

During fiscal year 1962, the largest part of development grant funds 
obligated in Africa (about 31 percent), was devoted to education. 
Projects in 24 countries included aid to land-grant type universities, 
teacher-training institutions, technical education, and a wide range 
of adult education projects. The Peace Corps has also been an active 
contributor by furnishing teachers as part of its African program, 
complementing AID activites in this field. 

One illustration of the results achieved in the educational sector 
may be seen in Nigeria. During the past vear facilities at the Uni- 
versity of Nigeria have been expanded to accommodate 1,000 students 
and 100 staff members in order to meet the high manpower needs of 
Nigeria's fast-growing economy and school systems. 

Established in 1955, the university now has completed 14 academic, 
classroom, and laboratory buildings, plus staff and student housing. 
Negotiations were begun in 1962 for acquisition of sufficient farmland, 
adjacent to the campus, to establish an agricultural center for instruc- 
tion, demonstration, and research. Twenty-four Peace Corps volun- 
teers are serving as research fellows and instructors and the faculty has 
requested an additional 40 volunteers for next year, looking toward a 


planned enrollment of 1,500. The AID contribution was almost 
$2 million. 

Another significant program, with a different but complementary 
approach to meeting the long-range needs in the development of 
Africa's human resources is the African Scholarship Program of 
American Universities (ASPAU). 

The program represents a cooperative effort by AID, American 
universities, and voluntary agencies to train qualified African stu- 
dents. Four-year tuition scholarships are given by the 212 colleges 
and universities associated with ASPAU international travel costs are 
provided by the African governments. The African-American Insti- 
tute, with foundation support, administers the program, and students' 
living costs are provided by AID. The students spend one month 
with American families throughout the United States to become ac- 
customed to the way of life here before going®on to college. These 
homestays are arranged by the nonprofit Experiment in International 
Living. It is estimated that this joint effort of private American 
initiative, supplemented by AID financing, will provide training to 
more than 500 Africans, who will take back to their countries the tech- 
nical and teaching skills so badly needed. 


Political Independence 


In view of the fact that most African nations gained their independ- 
ence since 1960, the strides made toward developing workable gov- 
ernment institutions have been encouraging. 

For most countries in Africa, however, the attainment of self-sus- 
taining development, lies well beyond our present decade. On the basis 
of this first year under AID, there are many indications that a reason- 
uble basis for political stability has been developed by establishing 
the foundations for economic and social growth, while at the same 
time there has been sufficient achievement. to create a sense of direc- 
tion and accomplishment. 


Supporting Assistance 

Supporting assistance in the African countries during fiscal year 
1962 was used for two principal purposes: to maintain effective use 
of facilities important to U.S. interests; and to provide assistance 
for political purposes in circumstances where the criteria established 
for development lending or grants could be met. 

In fiscal year 1962, supporting assistance to Africa and Europe 
amounted to $73.8 million, a marked decrease from the fiscal year 1961 
level of $151.7 million. 

During fiscal year 1962, many of our administrative techniques 
were examined with a view to consolidation by combining the func- 
tions of State Department and AID personnel abroad on a cost- 


sharing basis. As a result, Combined Administrative Management 
Operations (CAMO) are now in effect in five African countries and 
two additional countries currently are under study. 


Summary of European Programs for Fiscal Year 1962 


[In millions of dollars) 
Support. | Develop- | Develop- 
Country Total ing ment ment Other 
assistance grants loans 
Total. ........ $16. 4 $14. 6 S 4 uuu $1. 4 
Berlin. . . . . . . . . . . . (1) (!) MN E 
Spain. .. .. ....... 14. 5 14. 6 —.1 
Yugoslavia . . . . . .... O sere 5 . 5 d 
Poland . . . . . . . . . . . 1. 4 21.4 


1 Less than $50,000. 
2 Special authorization. 


Summary of African Programs for 1962 * 


x [In millions of dollars] 
> Country dux | ra aae ea dI cider 
[icra grants loans 
box. anid e See g $312.8 | $59.2 | $102.9 $85. 6 $65. 1 
ilista DIE ae tes. A See 0. 3 "m oes 
Cameroon. . . . . . . . . . 12. 5 . d 9. 2 
Central African Republic . 2 .2 1. 
Chad uou . . . xS .3 .9 
Congo (Brazzaville). . . . . . 1.2 1.2 "T 
Congo (Leopoldville) . . . . . 66. 9 3. 6 63. 3 
Dahomey .......... .4 .7 
Ethiopia . .. .. ..... 6. 3 6. 3 
Gabon .......2.2.2.. .4 vé lu. uos 
es Ghana . . . . . . . . . . . 63. 8 18]. 02.0 
Guinea . . . . . . . . . . 6. 1 2. 6 
Ivory Coast . ........ 2.1 2.1 
Kenya . . ......... 3. 2 3. 2 
Liberia . . .. . . ..... 10. 8 10. 8 
Libya. . . . . . . . . . . . 11. 2 2. 2 
Malagasy Republic. . . . . . .4 7 
Mali . mu iege Be .... 2. 0 i 
Morocco ......2.2.2.. 30. 7 .8 
A ...... e. 1. 2 1. 2 
Nigeria. . . . . . . . . . . 21. 0 21. 0 
Federation of Rhodesia and 
Nyasaland. ........ 2. 8 2. 8 
Senegal . 2 . . . . . . . . . 3. 0 3. 0 
Sierra Leone. . . . . . . . . 1.5 1.5 
Somali Republic . . . . . . . 11.5 11. 1 EC 
Sudan. . . . . . . . . . .. 9.8 7.8 2. 0 
Tanganyika . . . . . . . . . 2. 4 2.2 
ORO iS, V Z cao 9s aap ee carr 1.2 .9 TTC 
Tunisia. . . . . . . . . . . 28. 2 5.8 12. 4 
| Uganda. . ... 2... 3.6 3.6 
Upper Volta. . . . . . . . . .9 .9 
| Zanzibar . . . . . . . . . . .1 .] a 
4 Regional . ......... 8. 1 6.3 1.8 
| ! Minor discrepancies result from rounding. 
| ! Less than $50,000. 
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VII. MILITARY ASSISTANCE 


The Military Assistance Program (MAP) is designed to implement 
the national policy of the United States by providing equipment, 
training, and advice to selected non-Communist nations. ‘The pro- 
gram has assisted in equipping, in large part, the military forces of 
countries on the periphery of the Sino-Soviet bloc which are the 
first line of free world defense against Communist aggression. | The 
program also serves foreign policy objectives by creating closer rela- 
tionships between military personnel of the United States and those 
of the countries being assisted. In certain countries, military assist- 
ance helps to insure the availability of bases for use by U.S. forces, 
and in others it partially supports indigenous troops who assist in 
defending those bases. In addition, military assistance is provided 
to selected countries for checking Communist subversion, thus main- 
taining the stability necessary for economic and social development. 

The Military Assistance Program is closely integrated with Ameri- 
can foreign policy through the Department of State, and with eco- 
nomic assistance through the Agency for International Development. 
The fact that military assistance is administered by the Department 
of Defense, and budgeted competitively with other Department of 
Defense requirements, insures that funds used will provide maximum 
security value for the United States. 

In light of the destructiveness of modern nuclear weapons, the fun- 
damental goal of U.S. military strategy is to prevent the outbreak of a 
major nuclear war. Because nuclear war poses an immediate threat 
to our national existence, the United States understandably relies 
primarily on its own forces and facilities for the maintenance of the 
nuclear deterrent. There are, however, factors of geography and 
weapons technology which require the use of foreign forces and bases 
as a supplement to U.S. nuclear deterrent power. A key element of 
our deterrent power consists of an elaborate network of communica- 
tions, warning, and control sites located throughout the world. Many 
have been constructed with military assistance funds, and are manned 
by MAP-trained foreign military personnel. A substantial part of 
the U.S. deterrent power is stationed on foreign bases, some of which 
are financed through military assistance. Others are made available 
on a reciprocal basis by nations receiving military assistance. MAP- 
supported allies and MAP-provided facilities thus represent. an im- 
portant supplement to the nuclear power of the United States. 

The relative contribution of MAP-supported allied military forces 
in meeting the threat of conventional war is proportionately far 
greater than that of the United States. The United States is allied 
or associated with 22 nations on or near the Sino-Soviet periphery. 
These nations maintain armed forces with an active strength of more 


than 5.5 million men, more than twice that of the entire U.S. military 
establishment. Most of the combat equipment in the hands of these 
forces has been provided through U.S. military assistance. All of 
these nations have received major quantities of U.S. military assist- 
ance. Many are still receiving such assistance, although the United 
States has curtailed or phased down the level of assistance for the 
more prosperous nations of Western Europe. 

Greece, Turkey, Iran, Pakistan, Thailand, South Vietnam, the Re- 
public of China, and South Korea currently receive more than half 
the total of U.S. military assistance to enable them to meet the threat 
posed by the presence of large Communist. forces at or near their 
borders. These nations currently maintain a total of more than 2 
million men under arms. Lacking sufficient resources themselves, they 
are heavily dependent upon U.S. military assistance for the effective- 
ness of their forces. 

The Communist powers, confronted by the military power of the 
United States and its MAP-supported allies deployed along their bor- 
ders, have resorted to a more subtle, more ambiguous way of using 
force as a means of furthering Communist aims—namely, the so-called 
“war of national liberation.” A Communist war of national libera- 
tion involves a type of pincer movement. One arm of the pincer con- 
sists of Communist guerrilla agents exploiting real or imaginary griev- 
ances against the local government. The other arm is the massing of 
armed forces along the country's border. 

This is the situation in southeast Asia, & top priority area for Com- 
munist. wars of liberation. To meet this challenge, the United States 
has greatly accelerated its military assistance program to South Viet- 
nam, Thailand, and Cambodia. 

U.S. counteractions through military aid have been increased three- 
fold. Military assistance has been used to improve the capability of 
our allies which border on nations receiving large quantities of Soviet 
arms. In other areas, the United States has provided quantities of 
arms and training to preclude certain underdeveloped nations from 
forming alliances with the Soviet bloc in order to procure military 
equipment. In the case of some countries receiving Soviet arms, the 
United States is continuing small military sales and training programs 
to prevent these nations from becoming completely dependent upon 
Soviet military assistance. 


Economic Benefits of Military Aid 

Apart from its military and diplomatic significance, military assist- 
ance also fits into the framework of U.S. economic objectives. 
Through military assistance, a nation is relieved of part of the eco- 
nomic burden of maintaining military forces with its own resources. 
The total cost of maintaining a force with the help of U.S. military 
assistance is usually less than if the nation were to use only its own 


resources. In the first place, some of the weapons provided through 
military assistance are excess to U.S. military needs and can be pro- 
vided at very little real cost. Second, U.S. military assistance advisory 
groups provide military supply management and planning advice, 
enabling countries to avoid costly logistic mistakes and to eliminate 
military units of marginal utility. 

Military assistance has also contributed to improving the skill of the 
labor forces in many of the underdeveloped nations, especially those 
which rely primarily on conscripts for their military manpower. 
Many of these conscripts acquire skills through U.S. military assistance 
training programs which are of value when they return to civilian life. 
In some countries, the period of military service is the only time when 
large numbers of men are brought together in an environment where 
they can be readily reached for educational purposes. 

Civic action is another way in which military assistance furthers 
economic objectives. Civic action is the use of military forces for 
economic and social improvement, such as construction of roads, im- 
provement of irrigation facilities, and air and sea lift for support of 
economic projects. These projects serve several purposes. They pro- 
vide an economic dividend from our military assistance investment ; 
they help create a better image of the local government in the eyes of 
the populace ; and, in some countries, they help divert the local military 
establishment away from the political arena into a more beneficial 
area of endeavor. During the past year, military assistance support 
of civic action activities in the underdeveloped nations has been greatly 
expanded. 

Perhaps the most significant economic contribution which military 
assistance is making, however, is providing underdeveloped countries 
with the capability to maintain a minimum level of law and order 
necessary for economic development. Greater emphasis has been 
placed on counterinsurgency and riot control training for MAP 
recipient forces for purposes of maintaining an environment of 
internal stability. 

Military assistance also contributes to the economic well-being of 
the U.S. by producing an inflow of dollars to help alleviate the balance 
of payments problem. During fiscal year 1962, foreign purchases of 
military items in the United States amounted to more than three 
times the outflow of dollars resulting from military assistance expendi- 
tures abroad. To a large extent, these purchases have come about 
as a result of U.S. military assistance activities. The United States 
has concluded special cost-sharing arrangements with some of the more 
economically developed nations whereby military assistance funds 
are used to defray a portion of the costs of items, the balance of the 
cost consisting of dollar purchases in the United States by the recipi- 
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ent nation. In addition, the United States has discontinued the 
provision of spare parts support for items provided earlier under 
military assistance to the Western European countries, with the result 
that these nations now spend hundreds of millions of dollars to 
purchase spare parts for such items from the United States. 

Latin Ámerica 

In fiscal year 1962, the Military Assistance Program furnished 
arms, equipment, and training to 19 Latin American nations. About 
$76.1 million was programed for fiscal year 1962, of which $18.9 
was for training. This assistance was designed primarily for develop- 
ing effective mobile forces which could preserve the security of the 
Latin American nations against Communist subversion, infiltration, 
and terrorism. In addition, this aid contributed to the defense against 
a possible external threat to the sea lanes linking the two American 
continents and the rest of the world. 

The cornerstone of the United States foreign assistance program in 
Latin America is the Alliance for Progress. The Military Assistance 
Program furthers these aims by helping the Latin American govern- 
ments develop well-trained and effective armed forces, which will 
provide the stability and internal security necessary during the critical 
period of economic and social reform. 

The prospect for the near future is a continuing effort by the 
international Communist movement to obstruct and retard the Alliance 
for Progress. Consequently, the fiscal year 1962 Military Assistance 
Program placed paramount emphasis on strengthening internal se- 
curity forces, doubling the number of small infantry units being sup- 
ported and increasing by more than 50 percent the number of MAP- 
supported air transport squadrons. In addition, specialized counter- 
insurgency training was greatly increased. 

To meet the threat to the sealanes, the antisubmarine warfare 
capability of selected maritime nations has been increased appreciably. 
The United States has loaned a total of twenty destroyers and sub- 
marines to South American countries. The U.S. Navy is working 
closely with the naval forces of these countries through combined 
training exercises. This support has contributed to their capability 
for patrolling sealanes and for protecting coastal waters against 
subversive infiltration by surface craft and submarines. 

Africa 

One way in which Africa is strategically important to the United 
States is as a source of essential raw materials. In addition, those 
countries bordering on the Mediterranean have special significance. 
Our airbases and communications facilities in this region are vital 
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links in our worldwide defense network. The Soviet bloc is seeking ` 
opportunities to extend its influence in this area, as demonstrated by : 
recent offers of military assistance to Ghana, Guinea, Morocco, and . 
Mali. Itis most important that the United States prevent significant 
Communist infiltration in Africa. 

Military assistance to African countries is designed primarily to 
improve the capabilities of military forces to maintain internal secu- 
rity, and thus strengthen the political stability essential for economic ` 
development. In certain instances, our military assistance programs 
will be helpful through civic action programs. In those countries 
where the United States has base requirements, military assistance 
helps to insure continued use of the facilities. 


Europe 

T wo significant factors have influenced our military assistance pro- 
grams for Europe during the past year. First, new-material pro- 
grams have been sharply reduced and, for several countries, discon- 
tinued except for the completion of existing material commitments and 
limited training. Second, for those countries still receiving grant aid, 
new emphasis was given to the modernization of conventional forces, 
in order to bring them into balance with the advanced weapons which 
received the highest priorities of late. 

As in recent years, no grant material was programed in fiscal year 
1962 for Germany, France, Luxembourg, and the United Kingdom; 
and, during the past year, this policy has been applied to Belgium, 
Italy, and the Netherlands. Grant aid for all seven countries is now 
limited to the completion of existing commitments and to selective 
training courses. 

Progress has been made in strengthening the military capability of 
NATO. Europe will soon reach volume production of the versatile 
F104G all-weather fighter and tactical-support aircraft, made possible 
through a pooling of the finances and production capabilities of Ger- 
many, the Netherlands, Belgium, and Italy. 

The F104G aircraft consortium in Europe is not unique. There 
are other jointly financed efforts producing the Hawk antiaircraft 
missile, the Sidewinder missile and the Mark 44 homing torpedo. All 
of these systems were originally American developments which are 
now being produced on a cooperative basis in Europe, with related 
purchases of many U.S.-produced components. European countries 
are also developing other items accepted for common production. 
For example, there are the G-91 fighter and reconnaissance aircraft 
in Italy; the French AMX series of tracked vehicles for use as self- 
propelled artillery, light tanks, and personnel carriers; the French 
SS-10/SS-11, and the more advanced ENTAC series of antitank mis- 


siles. Development is nearing completion on a European design of a 
maritime patrol aircraft, and a vertical takeoff support aircraft. 

Common-funded multilateral projects, such as NATO infrastruc- 
ture and NATO military headquarters support, and cost-sharing 
projects now constitute a major portion of our remaining grant aid for 
Europe. Cost-sharing and incentive programs are typified by ship- 
building projects in Denmark, Norway, Portugal, and Italy, which 
are now well underway. 

Annual defense expenditures by our European NATO allies follow 
the rising trend of recent years, as U.S. military assistance to Europe 
declines rapidly. In fiscal year 1953, U.S. military assistance de- 
liveries were about 25 percent of the European NATO nations' total 
defense expenditures, whereas in fiscal year 1962 they were only 3 
percent. 


Near East and South Asia 


Most of the military assistance program for fiscal year 1962 in the 
Near East and south Asia was directed toward Greece, Turkey, Iran, 
and Pakistan. Training programs were carried out for Afghanistan, 
Lebanon, Iraq, and Saudi Arabia. Jordan received modest material 
and training benefits. The cumulative military assistance programs, 
areawide through fiscal year 1962, totaled $4.6 billion. 

Military assistance for the Near East-South Asia area is designed 
to help maintain internal security, promote political stability, and 
resist external aggression. This objective is particularly applicable 
to those countries on the southern periphery of the Soviet bloc— 
Greece, Turkey, Iran, and Pakistan. Pakistan, in addition to being 
a member of SEATO, is a participant, along with Iran and Turkey, 
in CENTO. Greece and Turkey provide substantial forces for the 
protection of NATO’s southeastern flank. 

Elsewhere in the area, the military assistance program has been 
employed primarily to improve internal security capabilities, as in the 
case of Lebanon. Since fiscal year 1959, military aid to Lebanon has 
declined steadily and is now confined exclusively to training. Simi- 
larly, the fiscal year 1962 program for Saudi Arabia has been limited 
to training, particularly for the Saudi air force. 

The small fiscal year 1962 training programs for Afghanistan and 
Iraq were designed to expose a limited number of military personnel 
to U.S. techniques and doctrine as a modest counterbalance to extensive 
Soviet military influence in both countries. 


Far East 


The Far East is of increasing strategic importance to the United 
States. Through our military alliances there, our forward defense 
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area is 5,000 miles from the west coast of the United States. It lies 
across lines of communication to the Indian Ocean area and contains 
300 million people allied with or friendly to the West. The loss of 
Southeast Asia to forces hostile to the interests of the free world 
could cut our sea and airlines of communications from the Pacific 
to the Indian Ocean area. Without rapid means of communications 
and transportation across this portion of the world, the United States 
would be hard pressed to provide rapid support to its Asian allies. 

Since 1950, the Republics of Korea and China, with substantial U.S. 
assistance, have been successful in repelling all forms of Communist 
aggression, including military attack. Also, Communist attempts to 
subvert Malaya, Laos, and the Philippines have been repulsed. Our 
strong stand against Communist aggression, in which the MAP plays 
a key role, has also allowed Japan to emerge as a free and progres- 
sively responsible member of the free world. 

Today, the Republic of Vietnam continues to be subjected actively 
to Communist attempts to gain control of this rich and important 
area. 

The loss of any of the southeast Asian countries from the free world 
community would have substantial, far-reaching, and adverse effects 
on the security of the United States and the Western World. 


Improvements in MAP 

Over the past few years, efforts have been aimed at steadily improv- 
ing the administration of the Military Assistance Program. One of 
the thorniest problems in the past has been spare parts management. 
MAP efforts to alleviate this problem include: A spare parts cutoff 
policy; the establishment of financial and “high dollar-value item” 
requisition controls; and the establishment of regional inventory con- 
tro] points and storage and distribution depots (U.S. Army Logistics 
Depot, Japan, and NATO Maintenance Supply Services Agency). 

During 1962, another problem was attacked vigorously—that of the 
size of the undelivered portion of prior year programs, particularly 
spare parts and other consumables, which were suspected to have been 
overprogramed in the past. 

This led to “Operation Shakeout,” for revalidating the undelivered 
MAP balances and effecting the necessary adjustments of the records 
of the Unified Commands, ODMA, and the military departments as of 
July 1, 1962. By this review, the Defense Department hopes to ac- 
complish a large recoupment of dormant funds. 
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Military Assistance Program for Fiscal Year 1962 by 


Country/by Region 


{In thousands of dollars) 
Total. > 22.504 X: 2 S o£ eux. nk a he cosi de eR dh di $1, 831, 979 
ono CL 370, 569 
Belgie uuu We S a K Ut S QS Anand X6 RUE n 15, 879 
Denmark e a e mex e A od 44, 446 
FRANCE X xe we Xxx UA EE AU we RY EOE SOS 5, 049 
Germanys s a deo ode P uq ES EC UR q d en ee red eun 6 387 
Iu. oWanvaesce sup A A SS, edge YS. SP Eee 70, 703 
Luxembourg o9 0x oue WW A be CAE Sk A 21 
Netherlands . .. .. .............2..2.. 25, 282 
Norway AM C Cv 47, 148 
Portugal ......... peur Me natur ar fasi ee 5 Hin . 7,811 
Spain . .. MI cC 35, 286 
United Kingdom. CT TT e o o js 21, 186 
Infrastructure. . . . . . . .. + + + + + s 4 + we we s, 56, 146 
Mutual Weapons Development Program . . . . . . . . 8, 053 
Europe area undistributed . . .. .. ...... 33, 172 
AICA 05 Los £X Ge ee deem de die GLAD de b Ye n RA VOD SE: Sp. xe 34, 465 
North Africa: 

Ethiopii cae es. ee mcm e S U S OZ xoi 41m ZUR TE a ds 11, 734 
o iste uae Mex SE g e ee Sac eO SU A 2 721 
Morocco! .............. grin edi eus ud — 
iE QR PLI E — 

Tropical Africa: 
Cameron . . . . . . + + + + + + + + x+ x TERES 284 
Dahomey. . . . . . . . . . . "XE id 104 
Ghana uw V . a , + . 5 
Ivory Coast. Os cei. Ge eaten ut ds M iie 120 
jl. a a «rx 1, 803 
nol I E ch oe e b Sp Te a 5 : 243 
hir 104 
INIQOR Beeb: cx Oboe vet aU DER Fr 00 A 4 
Senegal. xoxo Re we +. +, + + + + + + da SE OR 2, 476 
Upper Volta. . . . + ow + wee RS wo 108 
Africa area undistributed . 16, 759 
Near Fast and South Asia. . . . . . . . .. +... : 411, 065 
Afghanistan. . . . . . . . . +, + + +s + + + + + x+ À j 4 
Greece . . . . . . . . de o Ico x. um Xe Gu A QQ Š 119, 372 
RPA x x Sy ot et Ok S S Sh Q OER at Sh Bc S 53, 067 
Dag 2. AO EE. SD ee eee es OE GS te sN 36 
Jordan . . . . . . . . . . 3, 894 
LeDanOn: + Q Verb vb OD gu Cuyo S 2 DA om OO TIR Doe De EUR 52 
Pakistan! . . . . . . . ES din. A = 
Saudi Arabia! ..... p NE la e RET — 
Turkey x £ uox. deo cx re e ud — EM : 179, 260 
Near East and South Asia area undistributed . . . . . ; 55, 380 


! Data classified: Included in the figure for regional area undistributed. 


Military Assistance Program for Fiscal Year 1962 by 
County/by Region—Continued 


[In thousands of dollars] 


Far E85U-—. 5 2 2. 2 2 yk W SAEI ORE lens Wr mo wm SE GUN A eS $848, 685 
Cambodia . Lo s 2.44.64 @ +, +, + + s + s + + Sed 9, 368 
China, Republic of. . . . . . . + +, + + + + + + + e 174, 921 
Japan; wow ro doo a dU VIS) eS E AR dee XE ADR 70, 553 
Korea 2-4 dough a and do Ae Ue X vs un a 218, 663 
LB8O08: zx 5.0 £c OX xeu Wo lel E A RON qe E SR S OS 74, 558 
Philippine Islands . . . . . . . . . . + + + + + + + + + + 27, 251 
Thailand s- g-a Le QG S rt a WR e.g ee oe Ska bs 81, 007 
Vietnam 2 206 A SCR err ER US 176, 482 
Far East area undistributed. . . . . . . . . . . . . ... 15, 882 

Latin America uo . . 2 . Sek + +s +s + + s s s s CELOS s l 72, 123 
AFpeDUBH 2o wm Week. S h ae aQ Uk. ee AR A 2, 234 
hou s te us as a a A A A e a a 1, 405 
Brazil . . . ... Kx aod AR dh e decal die deve Sh 36. À 22, 791 
Cheeni S. Se ec RA S owe nd 8, 269 
Colombia: -c o edo A A URSI AUS ASE a ` 9, 808 
e gu q"-——— a AL g , 921 
Dominican Republic. . . . . . . . . . . . + + OE: 880 
Ecuador use w 0rd. sepe RARA 2, 291 
EI Salvador. &. 4 4 ace . Xe Ao 3*6 + + + + + EC ROR 815 
Guatemala 2... . . . ds ea + + + + + + LO k de 2, 889 
HAW: < eee MR ee uw o U SU S wx p.n ` Q M cde Cie Gr 1, 244 
HOndüFBR. i ox < X s Y QUUM. Q cai Sh we ds DS TELS fa 1, 038 
A «vou. ee De 3 ee, IE EU eec e nde ACD 3 EXC AP 3 324 
NIGBPAgUBR. 253.» ue SU Si EO XD Si Q. deo XUI HE ER 1. N 1, 766 
Panama: a e e UE G^ Eu de ee GW. S. a te AW Aen e m XP OR 3 815 
Paraguayo i š > w cue cmo Book Y^ s Be. eet p US Ge S E um 3 519 
uolo WM 9, 997 
UPUBUARVY a 2 S. owe dy BS A XR we x. end 1, 838 
Venezuela uva de elm are: < Xe DEM ae Wo A Ke we EA Se Ñ 944 
Latin America area undistributed . . . . . . . . . . ... 1, 735 

Nonregional .. .. ..........2.2.2.2^.. "T 95, 072 
Administrative expenses . . . . . . + + + + + + + + ew + 24, 500 
Other nonregional . . . . . . . .. , + + + + + + + k x x 70, 572 


VIII. PROGRAMS OF OTHER COUNTRIES AND OF 
INTERNATIONAL ORGANIZATIONS 


The efforts of the industrialized free world countries to expand aid 
contributions on more favorable terms were increased during fiscal 
year 1962. The Development Assistance Committee (DAC) of the 
Organization for Economic Cooperation and Development (OECD) 
was the primary instrument for this purpose. Bilateral discussions 
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among representatives of donor countries, consortia led by the World 
Bank (IBRD), and OECD discussions in the United Nations, the 
Colombo plan, and other international organizations in this field were 
also utilized to achieve the objectives of increasing the flow of aid and 
of making it more effective. 


The Development Assistance Committee 


The Development Assistance Committee (DAC) of OECD, com- 
posed of aid-giving countries of Western Europe, the United States, 
Canada, and Japan is the successor of the development assistance 
group which was formed in 1960 as a forum for consultation on assist- 
ance to less developed countries. Member countries agreed to expand 
the flow of resources to the less developed countries, to improve the 
effectiveness of development assistance, and to provide for increased 
assistance in the form of grants or loans on favorable terms. 

The first annual review of the development assistance programs of 
DAC member countries took place in May and June, 1962. An im- 
portant expansion was reported in the amount of aid in 1961 over 
1960—an increase of $1.1 billion (22 percent) in total official net dis- 
bursements of development resources to less developed countries. In 
addition, private capital flows of $2.5 billion in 1960 and $2.7 billion 
in 1961 were reported. The report also indicated significant liberaliza- 
tion in the terms of aid. 

Coordinating groups established in DAC provide effective instru- 
ments for increasing, improving, and coordinating the aid extended 
by various donors to individual recipient countries. Membership in 
any group by DAC countries is voluntary and non-DAC members may 
be invited to join. Agreement was reached in the OECD on organiz- 
ing aid consortia for Greece and Turkey. 

The DAC also showed increased interest in the technical assistance 
needs of Latin America, and recognized the importance of the Alliance 
for Progress in the achievement of economic and social development 
in the area. Through the efforts of the DAC working group on tech- 
nical cooperation, several European countries increased the number of 
scholarships available to Latin America. 

On May 17, 1961, in his address to the Canadian Parliament, Presi- 
dent Kennedy proposed the establishment of a development center 
under the sponsorship of the OECD. A center was agreed on by the 
OECD in 1962 and should begin operation during 1963. 


IBRD Consortia and Consultative Groups 


The India and Pakistan consortia, organized under the auspices of 
the World Bank, held meetings during fiscal year 1962 to consider the 
financing requirements of the development plans of India and Paki- 
stan. The Pakistan consortium, meeting in January 1962, succeeded in 
raising $945 million in commitments for the second and third years 
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(fiscal years 1962 and 1963) of Pakistan's second 5-year development 
plan. The United States provided $500 million, or about 53 percent 
of this total. 

The India consortium also met in January 1962 to review progress 
in disbursements of the amounts previously committed by consortium 
members. A meeting in May was adjourned because member coun- 
tries, and several prospective new members, were not yet in a position 
to announce additional commitments. 

The IBRD, as administrator of the Indus Basin Development Fund, 
held a number of meetings with representatives of the contributing 
countries during the first half of 1962, to discuss a substantial increase 
in the estimate of costs for the Indus Basin program. At the request 
of the other contributors to the fund, the IBRD undertook negotia- 
tions with the Pakistan Government to reduce the total cost, mainly 
through the elimination or rescheduling of certain projects in the 
overall system of works. The bank will continue to meet with the 
other contributors and with Pakistan officials to reach a mutually 
acceptable solution. 

The IBRD also organized consultative groups to review the develop- 
ment financing problems of Nigeria and Tunisia. These groups are 
less formal than the consortia and are designed to facilitate consulta- 
tion among the donor countries regarding the coordination and utiliza- 
tion of assistance. 


Coordination With the United Nations and its Specialized 
Agencies 

In line with the U.S. policy of close cooperation with the United Na- 
tions, AID increased its emphasis during fiscal year 1962 on relating 
U.S. bilateral aid programs with those of the United Nations.. As the 
major contributor to U.N. technical] assistance programs, the United 
States has a strong interest in assuring the efficiency and effectiveness 
of U.N. programs, as well as in assuring coordination with U.S. aid 
operations. 

To carry out these functions, the AID staff was expanded, and co- 
ordination with the Bureau of International Organization Affairs of 
the Department of State was strengthened at both the policy and 
operational levels. An AID officer was assigned in November 1961, 
for the first time to the staff of the U.S. mission to the United Nations, 
as an advisor to the U.S. Ambassador to the U.N. Economic and Social 
Council, and as liaison officer with the U.N. Secretariat on operational 
matters. 

Cireular instructions were sent to all AID missions as a supplement 
to AID program guidance and in relation to the U.N. Decade of 
Development, informing them in some detail of the U.N. technical as- 
sistance programs, and instructing them to concern themselves more 
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directly with the U.N. programs in their countries and to work more 
closely with the U.N. resident representatives in the field. 

AID is deeply involved in regular operational coordination activities 
at the U.N. headquarters level, particularly in relation to the programs 
of the Special Fund and of the Expanded Program for Technical As- 
sistance, to insure consistency with U.S. operations and to prevent 
duplication of effort. 


U.N. World Food Program 


Activities were continued to translate into an effective operating 
program the U.S. commitment to support a U.N. world food program. 


Colombo Plan . 


The role of the Colombo plan in the economic development of South 
and Southeast Asia was reviewed to see how we may benefit most from 
the constructive potentialities of this organization. 


Asian Institute of Economic Development 

One of the central concepts of the program for the Decade of De- 
velopment is the development of sound country economic plans and 
programs as the basis for U.S. assistance. Because many of the less- 
developed countries do not have sufficiently trained personnel to de- 
velop economic plans, the United States assists in the training of such 
personnel. The United States has supported a proposal by member 
countries of the Economic Commission for Asia and the Far East 
(ECAFE) to establish an Asian development institute designed 
to improve economic planning. The institute is to be a center for the 
training of about 60 persons annually, largely officials for economic 
planning groups and related ministries of Asian countries. The fac- 
ulty will also perform research and advisory services that contribute 
to their own and the institute’s effectiveness. 


IX. DEVELOPMENT FINANCE AND PRIVATE 
ENTERPRISE 


Private Enterprise 

Among the important tools provided by Congress to encourage 
the participation of private enterprise in the task of economic develop- 
ment abroad are the Investment Guaranty, the Private Enterprise 
(Cooley) Loan, and investment survey programs. 


Investment Guaranty Programs 

The investment guaranty program is one of AID's basic tools for 
facilitating and increasing the participation of American private 
investors in developing the economic resources and productive capac- 
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ities of the less developed countries. The Foreign Assistance Act 
of 1961 expanded the scope of the specific risk investment guaranty 
program and added two new programs; the extended risk investment 
guaranty, and the extended risk guaranty for housing in Latin 
America. 


T he Specific Risk Investment Guaranty Program 


The oldest and most widely known of the guaranty programs is 
the specific risk investment guaranty program which has been avail- 
able to private investors since 1948. This program protects American 
investments against the risks of inconvertibility, expropriation or 
confiscation, and loss due to war, revolution, or insurrection. 

The specific risk guaranty program experienced the biggest year 
in its history in fiscal 1962. AID issued 91 guaranty contracts for a 
total value of $307 million, almost one-third of the cumulative total 
of $974 million in guaranties written since the inception of the pro- 
gram. During the last quarter of fiscal year 1962 alone AID issued 
almost $200 million in specific risk guaranties. As of June 30, 1962, 
$796 million of these guaranties were still outstanding. 

The continuing interest of the American business community in this 
program is shown by the more than 500 applications received during 
fiscal year 1962, an increase of 85 percent over the previous year. This 
brought the total of applications in process to 664 for a total of $2.3 
billion to provide investments in 44 less developed countries. This 
sharp increase is expected to continue during the current fiscal year. 

The prerequisites to guaranties in any country is a basic bilateral 
ugreement between the country and the United States, instituting the 
guaranty program setting forth the procedure to be followed in case of 
claims. Forty-four less developed countries have signed the basic bi- 
lateral investment guaranty agreement providing for guaranties of 
convertibility of foreign (local) currency received as a remittance of 
earnings or repatriation of capital from insured American investments. 
Forty of these countries have also agreed to guaranties against loss 
from expropriation of investment. Twenty-one have agreed, in 
addition, to guaranties against loss by damage to physical property 
from war. 

During fiscal year 1962, bilateral agreements were signed with six 
countries; Ivory Coast, Uruguay, Togo, Niger, Dominican Republic, 
and Guinea. Negotiations are underway either to expand the coverage 
in existing agreements or to extend the guaranty program to more 
countries, particularly in Latin America and Africa. Accordingly, 
AID is in the process of revising the bilateral investment guaranty 
agreements in the hope of extending guaranties to investors in coun- 
tries where bilateral agreements are not yet in force. 
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Eztended Risk Investment Guaranties 

The extended risk investment guaranty program, patterned after 
a similar authority contained in the earlier Mutual Security Act, gave 
AID the authority to insure up to 75 percent of any investment against 
any risk (other than normally insurable risks) provided the loss did 
not arise out of fraud or misconduct for which the investor was re- 
sponsible. The 1961 legislation provided that emphasis in this pro- 
gram was to be placed upon projects fostering social progress and the 
development of small independent business enterprises. No single 
guaranty issued could exceed $10 million and the total face amount for 
all such guaranties outstanding at any one time was limited to $90 
million. 

The 1962 amendments to the Foreign Assistance Áct extended this 
guaranty to cover more than 75 percent (when necessary) of loan in- 
vestments for housing projects where there was participation by the 
private investor in the loan risk. The maximum amount for single- 
loan guaranties was increased from $10 million to $25 million and the 
ceiling on the aggregate face amount of all extended risk guaranties 
was raised by the Congress from $90 million to $180 million. 

The establishment of the new extended or all-risk guaranty program 
has posed difficult policy and administrative problems, and has pro- 
gressed comparatively slowly. Its judicious use is now one of AID's 
priority tasks. 

Extended Risk Investment Guaranties—Latin American Housing 

The Foreign Assistance Act of 1961 established a special housing 
guaranty program for Latin America. Under this program, AID 
was authorized to issue extended risk guaranties covering investments 
in self-liquidating pilot or demonstration housing projects in Latin 
America, housing similar to that insured by the Federal Housing Ad- 
ministration, and suitable for Latin America. Under the 1961 Act, 
the aggregate face amount of all such guaranties was limited to $10 
million. Here again, under the provisions of the Foreign Assistance 
Act of 1962, Congress strengthened the program and raised the ceiling 
to $60 million. 

While no housing guaranties were issued in fiscal year 1962, the 
backlog of applications suggests that the entire $60 million authority 
is likely to be used in fiscal year 1963. 


Investment Surveys 

Title IV of the Foreign Assistance Act of 1961 authorizes AID to 
encourage private enterprise to undertake surveys of investment op- 
portunities in less developed countries. AID pays up to 50 percent of 
the cost of these surveys. Congress appropriated $1.5 million for fiscal 
1962 to start this program. 
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Experience had shown that many potential investments were not 
being made because companies were unwilling to spend the necessary 
funds to identify investment opportunities in less developed countries. 
Under newly revised guidelines, AID proposes to cover on either a 
pay-as-you-go or reimbursement basis, up to 50 percent of the cost of 
any qualified investment survey. If the potential investor proceeds 
with the investment, he will repay AID’s contribution to the survey 
cost. If he decides not to invest, he will turn over to AID a pro- 
fessionally acceptable investment survey report which will remain the 
property of the U.S. Government for dissemination to other potential 
investors. 

In exceptional cases where the making of the survey is of particular 
importance to the AID program, the new guidelines provide for shar- 
ing 50 percent of the cost regardless of the outcome of the survey. 
For example, if an AID field mission had identified an area of invest- 
ment as desirable within the framework of a country or regional pro- 
gram and the Agency solicited the interest of a potential U.S. in- 
vestor, the 50-percent sharing provision would apply, regardless of 
the outcome of the survey. 

By the end of June 1962, AID had received several hundred in- 
quiries about the investment survey program and the first grant had 
been made. This grant was for a survey to determine whether it 
would be technically and economically feasible to manufacture resins 
in Pakistan. If, on the basis of the survey, the American company de- 
termines that such an operation is feasible, the company plans to in- 
vest its own funds, in conjunction with funds to be invested by local 
Pakistani partners, to build resin plants in East Pakistan, West Paki- 
stan, or both. Under the terms of the program, if the firm takes action 
to proceed with its investment by September 25, 1963, it will repay 
AID’s contribution to the survey costs. 


Private Enterprise Pilot Project 

A pilot project to demonstrate joint venture arrangements between 
American firms and businessmen of the less developed countries was 
initiated at the end of the fiscal year. AID and the Department of 
Commerce, working closely with the host governments in Colombia, 
Pakistan, Nigeria, and Thailand, plan to encourage and assist the 
formation of specific Joint investments in selected industries which will 
contribute rapidly and effectively to the economic growth of the host 
country. 

After the Embassy and AID missions—together with host govern- 
ments—have identified specific industries which are appropriate to 
the private sector and of a germinal and priority character, the De- 
partment of Commerce and AID will bring these opportunities to 
the attention of American business. 


In the promotion of these joint ventures, AID will utilize the 
several tools provided by Congress including investment surveys, 
direct dollar development loans, local currency “Cooley” loans, and 
specific risk investment guaranties. 

Development Banks 

One of AID's programs for encouraging private enterprise, espe- 
cially in the less developed countries, is the development bank program. 
Although development banks may be government-owned institutions, 
private entities, or joint public-private institutions, they are designed 
primarily to make loans to private borrowers. 

The primary function of development banks is to serve as a catalyst 
and channel for investment in the private sector by injecting capital, 
enterprise, and management into a developing economy. Such banks 
offer a practical solution to the problem of making moderate amounts 
of foreign or local currency available to small enterprise at reason- 
able rates of interest and with medium- or long-term maturities. A 
development bank may also provide managerial and technical assist- 
ance to borrowers in such fields as business management, engineering, 
accounting, and law. Finally, through economic studies and surveys, 
a development bank may investigate, stimulate, and promote promis- 
ing investment opportunities and bring them to the attention of both 
foreign and local investors. 

AID assists development banks through feasibility studies, tech- 
nical assistance, and local currency and dollar loans. In the newly 
emerging nations, AID finances initial surveys of the needs and re- 
quirements for a development bank. Such studies were made in fiscal 
1962 for Cyprus, Ghana, Niger, Senegal, and Sierra Leone. 

Once the need for a development bank has been clearly established, 
AID provides technical assistance and training to organize a new 
bank or to improve the management of an existing bank. In Vietnam, 
for example, an American consulting firm has been working with 
the Industria] Development Center, providing management training 
and assistance in the review of loan applications. In Thailand, two 
American technicians worked full time with the Industrial Finance 
Corporation. Four AID mission officers assisted the Korean Medium 
Industry Fund and the Small Industry Fund in the implementation of 
their loans. Similar technical services were performed by American 
consulting firms in Colombia, Nepal, and Turkey. In addition, con- 
tracts were negotiated to provide technical assistance to the Liberian 
Development Corporation and the Development Bank of Sudan. 

Local currency loans, either from the proceeds of Public Law 480 
sales or from counterpart funds (owned by the local governments but 
subject to AID approval as to use), are a third means of assisting 
development banks. Local currency loans were authorized to banks 
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in El Salvador, Iran, Nepal, Turkey, and others during the reporting 
period. 

Finally, AID authorized nine dollar-loans aggregating $114.5 mil- 
lion to development banks to assist in financing the foreign exchange 
required for subloans to private enterprises. Of the nine loans, two 
were to institutions which had previously received financing from the 
United States (the Industrial Finance Corporation of India and the 
Pakistan Industrial Credit and Investment Corporation), and the 
others represented financing of entirely new programs for the expan- 
sion of industrial] and agricultural credit. From April 1958 to June 
30, 1962, development banks had made 924 subloans totaling 
$66.2 million. 

The terms of AID loans to development banks were designed to pro- 
vide sufficient “spread”, usually about 2 percent, between the rate 
which the bank charged on its subloans and the rate it must pay under 
the AID loan. This enables it to maintain a satisfactory financial 
position. The actual interest rates charged by AID to the banks 
varied from 4 percent to 5.75 percent and the maturities ranged from 
T years with no grace period, to 20 years and a 5-year grace period. 


Development Financing 


Under the Foreign Assistance Act of 1961, the development loan 
operations of the Development Loan Fund (DLF) were transferred 
to AID as of November 3, 1961. Many of the legislative criteria and 
implementation policies of the DLF were continued. AID loan terms 
differ in two major respects: First, all repayments are required in dol- 
lars instead of local currency as was the practice of the DLF ; secondly, 
repayment terms for individual transactions are based primarily on 
the overall capacity of the country to service dollar debt rather than 
on the character of the activity financed. 

Title I of Chapter 2 of the Foreign Assistance Act authorizes loans, 
payable as to principal and interest in U.S. dollars *to promote the 
economic development of less developed friendly countries and areas, 
with emphasis upon assisting long-range plans and programs de- 
signed to develop economic resources and increase productive capaci- 
ties.” This title requires that development loans may be made only 
where there are reasonable prospects of repayment. The following 
additional criteria are taken into account and apply to all borrowers, 
governmental, quasi-governmental, or private: 


a. Whether financing could be obtained in whole or in part 
from other free world sources on reasonable terms, 

b. The economic and technical soundness of the activity to be 
financed, 

c. Whether the activity gives reasonable promise of con- 
tributing to the development of economic resources or to 


Eye eee —— ——— à A — HER eee,  “  — — rei y, E eee m—— UNSER. SP comu rm 


the increase of productive capacities in furtherance of the 
purposes of title I, 

d. The consistency of the activity with other development 
activities being undertaken or planned, and its contribu- 
tion to reliable long-range objectives, 

e. The extent to which the recipient country is showing a re- 
sponsiveness to the vital economic, political, and social 
concerns of its people, and demonstrating a clear deter- 
mination to take effective self-help measures, and 

f. The possible effects upon the U.S. economy, with special 
reference to areas of substantial labor surplus, of the loan 
involved. 


To ensure compliance with these legislative criteria AID developed 
the following policies and procedures. In the first instance, AID con- 
sidered only those loan applications to which local authorities attached 
a high priority in their own scheme of development and in which local 
interest was sufficient to warrant confidence in the success of the 
activity. 

Secondly, AID pursued several approaches to ensure that develop- 
ment loans supplemented rather than supplanted other free world 
sources of finance. In two countries, India and Pakistan, formal aid 
consortia provided the mechanism through which AID coordinated its 
lending activity with the World Bank and other participating foreign 
governments. Informal consortia provided some coordination of this 
type for Iran and Nigeria. 

Another approach followed by AID to increase free world capital 
assistance to less developed countries was to participate with non- 
U.S. sources in specific projects, as the Transcameroon Railway which 
is being financed jointly with the European Economic Community 
(EEC). (See chapter VI for details.) 

Formal AID procedures provide for coordination of all loan applica- 
tions with the Export-Import Bank and with other U.S. Government 
and international financial institutions through the National Advisory 
Council. Cooperation with the Export-Import Bank has been particu- 
larly productive, resulting in joint AID-Export-Import Bank loans to 
several projects. 

Another important criterion is the potential impact of the loan on 
the U.S. economy. This impact may take one of two forms; the posi- 
tive impact of the purchase of U.S. goods and services, and the 
essentially negative aspect of creating industrial capacity abroad 
which could result in competition with U.S. products. With respect 
to the former, AID assures a favorable impact on the U.S. economy 
and on the overall U.S. balance-of-payments position in the over- 
whelming majority of cases either by requiring that the funds loaned 
to cover the foreign exchange costs of projects and activities be used 
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strictly for U.S. procurement purposes or, in case of local cost financing 
loans, by providing for special accounts to insure that the proceeds of 
dollar loans used to finance local costs are devoted to U.S. procurement. 

The potential negative impact on the U.S. economy of AID develop- 
ment. lending in fiscal year 1962 will be minimal, since nearly three- 
fourths of the loans approved were of a type (nonproject, public 
works, and feasibility studies) which will not result in the production 
of goods and services competitive with U.S. producers. In the case 
of most loans to credit institutions, AID approval is required prior to 
the granting of subloans in an amount in excess of $100,000. In other 
instances, ceilings are set on the maximum amount of subloans from 
which a single local industry can benefit. Finally, AID specifies in 
some loan documents a number of industries (e.g., cotton textiles) 
which are in any case ineligible for subloans. 

The majority of the industries being financed by AID loans to 
private enterprises produce goods solely for domestic consumption. In 
one case where the issue of direct competition with U.S. producers was 
raised, a special condition was included in the loan agreement that no 
commercially significant exports were to be made by the borrower to 
the United States. 

The economic and technical soundness of each loan proposal is 
thoroughly examined by AID's engineering staff, frequently in con- 
sultation with independent technical personnel and technical agencies 
of the U.S. Government. In some instances, loan agreements have 
included the condition that a qualified consulting firm will supervise 
the installation and construction of the project and provide training 
for the operating personnel. 

Several precautions are taken to ensure reasonable prospects for 
repayment of development loans. All of the loans to subsidiary gov- 
ernment agencies include guaranties by the host country governments. 
To assure repayment of loans to some private corporations, a limita- 
tion on the payment of dividends is requested as a condition of the 
loan. Finally, some form of security is required in a few of the loans 
where the financial condition of the borrower is not clearly adequate. 


Loan Policies and Terms 


The relatively large proportion of development loans for two coun- 
tries, India and Pakistan, and for commodity import programs, as 
opposed to specific projects, stems from a fundamental change of 
emphasis from a project approach to a country approach. 

First, priority is given to those nations where U.S. foreign policy 
objectives require support, where conditions are best for rapid economic 
gains, and where the governments are taking self-help measures which 
contribute to long-term development objectives. 

Secondly, lending decisions are based on an appraisal of a country's 
overall problems and prospects rather than an analysis solely of an 
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isolated activity. While AID lending is geared to specific activities, 
the choice of projects and programs, as well as the conditions, reflects 
the overall assessment. 

Thirdly, the country approach means that AID development lend- 
ing is not confined to individual projects. Financing for develop- 
ment requires a variety of assorted capital items, raw and semifinished 
materials, and even consumption imports needed to keep an economy 
alive and growing. Thus, an attempt is made to maintain a balance 
between project and program lending in the recipient countries. 

AID loan terms, whether for development loans or for loans under 
supporting assistance, contingency funds, or the Latin American De- 
velopment Act, are based primarily on fostering long-term economic 
growth and political stability. They are also based on an estimate of 
the borrowing country's capacity to service long-term foreign debt. 
In accordance with this policy, AID established as early as December 
1961, a flexible set of terms which were applied to its development 
loans. (These terms subsequently were applied, as amendments, to 
most loans authorized prior to that time.) These are the principal 
loan terms. 


a. A 40-year maturity, including a 10-year grace period and 
three-fourths of 1 percent per annum credit fee is applied 
in loans to governments of most developing countries. 

b. In cases where a borrowing country's prospects are rela- 
tively favorable, harder terms may be applied. One of the 
following two combinations of terms may be employed: 


Maturity ...... 40 years. ..... 15, 20, or 25 years 
Grace Period .... 10 years. ..... O to 5 years 
Interest ....... 349, credit fee. . . 34%, 34% or 53496 


c. For countries with temporary balance-of-payments prob- 
lems, terms on loans include a maturity of up to 5 years, 315 
percent (or more) interest, and a grace period of up to 2 
years, when deemed necessary. 

d. Terms on loans to private borrowers and to public self- 
liquidating, revenue-producing projects are set to impose 
normal debt burdens. At the same time, an effort is made 
to avoid unduly aggravating the host country's balance-of- 
payments positions. The usual case of this type will en- 
compass a two-step repayment arrangement to be concluded 
between the host country government and AID. Provi- 
sion will be made for dollar repayment by the borrower on 
normal terms. The borrower has the option, however, of 
repaying the loan in local currency to the host government. 
That government will then assume the obligation to repay 
AID in dollars on terms similar to those that would have 
been established for government-to-government loans. 


51 


AID also retains discretion to make direct loans on normal 
terms to private enterprises and self-liquidating, revenue- 
producing public projects. In these cases, the Agency will 
bear in mind the capacity of the country to repay. 


The relatively low interest rates and long repayment periods are 
part of a program to induce the other free world nations to increase 
the amount of their loans, decrease interest rates, and increase maturi- 
ties of their loans to the developing countries. It is hoped that other 
free world countries will adopt AID terms in their lending operations. 


X. MATERIAL RESOURCES 


Material resources accounted for approximately one-half the total 
economic assistance providéd under the foreign aid program during 
fiscal year 1962. Significant progress was made in the use of re- 
sources in meeting foreign aid objectives while remaining responsive 
to the needs of the U.S. economy. - 

Considerable success was attained in several resource management 
fields, such as the use of surplus agricultural products in economic 
development projects, the utilization of U.S.-owned excess personal 
property in foreign aid development programs, and the use of surplus 
national stockpile materials, wherever practicable, to meet the require- 
ments of aid recipients. 


Food for Peace 


AID administers those segments of the Food for Peace program re- 
lating to foreign aid activities, as authorized by the Agricultural 
Trade Development and Assistance Act of 1954 (Public Law 480, as 
amended). Sales and grants abroad of U.S. surplus agricultural 
commodities under the four titles of Public Law 480 totaled $2.1 bil- 
lion in fiscal year 1962. 

Title I permits the sale of agricultural commodities for foreign cur- 
rencies. Sales agreements during the fiscal year totaled $1.6 billion. 
Of the foreign currency proceeds, 84 percent is earmarked for country 
programs with $1.096 billion for economic development, $147 million 
for common defense uses, and $100 million for loans to private enter- 
prise under that provision of the loan sponsored by Congressman 
Cooley. 

The portion earmarked for loans is by far the largest single use of 
foreign currency sales, comprising more than 43 percent of the total 
amount expected as a result of sales agreements concluded in fiscal 
year 1962. Disbursements in fiscal 1962 were for various uses, includ- 
ing river valley development in India ; hydraulic works, railroad re- 
habilitation and other construction in Spain; literacy training of the 
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armed forces in Turkey ; and development and rehabilitation of roads 
in Indonesia and Iran. 

Title II authorizes grants of agricultural commodities for emer- 
gency assistance and economic development purposes. These grants 
may be made to assist friendly governments or voluntary relief 
agencies in programs for child feeding or refugee relief, or as partial 
wages to unemployed or underemployed working on development 
projects such as land clearing, earthen dams, central access roads, and 
irrigation and drainage ditches. During fiscal year 1962, almost 
$240 million was authorized for more than one million tons of com- 
modities and ocean freight costs. Of this total, about 969,000 tons 
valued at $156 million were authorized for disaster relief and refugee 
programs in 25 countries including Algeria, the Congo, Jordan, 
Brazil, and others. About 107,000 tons of commodities—at an esti- 
mated Commodity Credit Corporation cost of $84 million—were pro- 
vided for child feeding, economic development, and voluntary agency 
programs in 11 countries. 

Under Title ITI, surplus agricultural commodities may be donated 
to American voluntary agencies and intergovernmental organizations 
for free distribution to needy persons outside the United States. 
These agencies play an important supplemental role in U.S. foreign 
aid. During fiscal year 1962, 16 voluntary agencies plus the Amer1- 
can Red Cross and United Nations International Children's Emer- 
gency Fund (UNICEF), shipped and distributed foods to more than 
16 million recipients, about half of whom were children. 

Title IV authorizes long-term supply and dollar credit sales of sur- 
plus agricultural commodities. The first sales agreement under this 
title was entered into during fiscal year 1962. Involved were sales 
to six countries of commodities valued at $51 million. 

It is planned to use increasing amounts of U.S. surplus agricultural 
commodities for economic development in underdeveloped areas. 
Plans include the use of food to institute or expand: (1) economic de- 
velopment work plans in areas where segments of the population are 
underemployed and underfed; (2) resettlement and land reform pro- 
grams to enhance social and economic progress; (3) livestock and 
feeding programs to increase animal protein foods where needed ; and 
(4) child-feeding programs, including school lunch and similar insti- 
tutional programs. 


_ Excess Personal Property 


Section 102 of the Foreign Assistance Act of 1961 states: 


It is the sense of the Congress that assistance under this part 
should be complemented . . . by disposal of excess property 
under this and other acts. 


In fiscal year 1962, domestic and foreign U.S. Government-owned 
property with an acquisition cost of $34.4 million was transferred to 
AID-financed projects as assistance complementary to new procure- 
ment. In addition, $17.1 million of excess property was authorized 
under the authority of section 607, in which the recipient country pays 
all charges incident to such terms. 

Under section 608 of the Act, excess property may be acquired in 
advance of specific requirements. This enables AID to mesh excess 
property availabilities to demands and to offer more effective program 
support on a planned basis. This stockpiling authority was imple- 
mented domestically through agreements with the Department of the 
Army. Marshalling site facilities are being established in Europe 
and the Far East to increase the utilization of excess property located 
abroad. 

A wide variety of excess property is in use in the foreign aid pro- 
gram. Examples are: Excess clothing for Vietnam; excess machine 
tools for India to develop a strengthened railway and mining in- 
dustry ; excess machine shop equipment and tools for vocational educa- 
tional institutions in Ecuador, Colombia, and other Latin American 
countries; foreign excess for jointly sponsored United States/Turkey 
economic development programs. 

In addition to achieving more effective use of AID funds, the utiliza- 
tion of domestic and foreign excess property promotes appreciation 
of and preference for products of U.S. manufacture. 


Stockpile Excess Disposal 

It is AID policy to meet requirements of recipient countries for 
material resoures with items excess to the national stockpile whenever 
practicable. AID is participating with other U.S. agencies in develop- 
ing methods and procedures for disposing of these materials through 
the foreign aid program. 

Based on the approved disposal plan for crude rubber, the follow- 
ing action was taken in fiscal year 1962: 


AID required suppliers of tires and tubes to purchase crude 
rubber from General Services Administration in amounts 
equal to the sales price of the tires and tubes they supply. 
From March 1962, when this program was initiated, until 
June 30, 1962, over $1 million in stockpile crude rubber was 
contracted for purchase from General Services Administra- 
tion under this requirement. 

Al] AID-financed crude rubber purchases in grades held in 
the stockpile are tied to procurement from General Services 
Administration: This involves price equalization with world 
prices and, when required, the thawing of rubber through 
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the use of U.S. commercial processing facilities to bring 
hardened stockpile rubber up to standard quality. 


Additional items will be used in the foreign aid program during 
fiscal year 1963 as stockpile disposal plans are developed for com- 
modities such as aluminum, copper, nickel, and tin. This activity 
benefits the United States by conserving appropriated funds, improv- 
ing the balance-of-payments situation, reducing stockpiling costs, and 
making viable the assets represented by our excess stockpile material. 


Use of U.S.-Flag Vessels 


The Cargo Preference Act, Section 901(b), of the Merchant Marine 
Act of 1936 as amended (Public Law 664, 83d Cong.) requires that 
at least 50 percent of U.S. Government-financed cargo be shipped in 
U.S.-flag vessels wherever the latter are available. If these services 
do not exist, determinations of nonavailability may be made by AID 
for individual shipments under unusual circumstances, or on a blanket 
basis where there is a total absence of the required U.S.-flag service. 

During fiscal year 1962, greater emphasis was given to U.S. source 
procurement, and freight financing by AID was generally limited to 
U.S.-flag vessels. This resulted in greater U.S.-flag participation as 
shown by the following data (in thousands of tons). 


Number Net cargo Shipped on U.S. flag 
U.S. flag preference 


Total available requirement Tons Percent 
Fiscal year 1961. . 7, 852 1, 757 6,095 3,574 58. 60 
Fiscal year 1962. . 7, 358 1, 595 5,760 4, 701 81.6 


Current plans call for a more intensive analysis of anticipated cargo 
movements to assure adequacy of U.S.-flag vessels, and an accelera- 
tion of traffic information and statistical data to promote improved 
service by the shipping industry. 


Cooperatives, Credit Unions, Savings and Loan Asso- 
ciations 
Section 601 of the Foreign Assistance Act of 1961 states in part: 
. .- It is declared to be the policy of the United States 


to encourage the development and use of cooperatives, credit 
unions and savings and loan associations. . . . 


This statement of policy resulted in a significant expansion in co- 
operative activities during fiscal year 1962. The objectives are to 
build cooperative institutions, credit unions, and savings and loan 
associations in the private sector, and where appropriate, in govern- 
ments as well, and to build a management capability through training 
programs for local people. 

Projects are encouraged which tend to bring the overall cooperative 
program into balance between agriculturally oriented cooperatives 
and other phases of cooperation, such as credit unions, savings and 
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loan associations, rural electric arrangements, consumer services, and 
others. 

A leading role was taken by U.S. private groups in giving their 
counsel to AID. A special advisory committee was set up to help to 
coordinate proposed projects and to advise on proposals made by AID, 
regional bureaus, and other interested groups. 

U.S. private groups increased their already significant contribu- 
tions to projects in the developing countries. AID funds were also 
provided to expand ongoing projects or initiate new ones. These in- 
cluded: Regional and country training and consultation service for 
credit unions in 9 Latin American countries; a feasibility study of 
national and international cooperative financing institutions in 6 Latin 
American countries; preparation of country development plans for 
cooperatives in 18 Latin American countries ; and the training of young 
farm organization and cooperative leaders in Africa and Latin 
America. 

Negotiations also were begun for expansion of the above-mentioned 
contracts and for new contracts in such fields as rural electrification 
and housing. 


Agricultural Resources 


Foreign aid pertaining to agricultural resources is tailored to pri- 
ority needs of less-developed areas. Most recipient countries depend 
upon agriculture almost entirely for food and clothing as well as for 
foreign exchange generation to finance essential imports. 

During fiscal year 1962, more than $60 million was obligated for 
AID-financed procurement. of agricultural commodities. Purchases 
consisted primarily of production requirements such as fertilizer, 
seeds and pesticides, and were made through private trade channels. 
These commodities are sold within cooperating countries and generate 
local currency counterpart, some of which is used for agricultural 
projects within the country. 


Small Business 


The Foreign Assistance Act. requires that advance information be 
given to American firms, particularly small business, on proposed pro- 
curement to be financed with AID funds. Information obtained is 
published in small business circulars which are available without 
charge to any U.S. supplier on request. During fiscal year 1962, the 
mailing list for these circulars reached 16,000. 

AID also publishes procurement information bulletins announcing 
the issuance of AID authorizations to governments abroad, and small 
business memos giving U.S. suppliers helpful information regarding 
export operations involving AID funds. 

AID reviews specifications to assure that requirements are expressed 
in terms of American standards and that competitive offers are pos- 


sible. The Agency supervises a marking program whereby commodi- 
ties financed with AID funds are identified as aid from the United 
States. 

During fiscal year 1962, U.S. small business participation in the for- 
eign aid program was encouraged by issuance of a new *Directory of 
Combination Export Managers," through panels to discuss AID pro- 
curement policies and procedures, and by direct advice and help to 
individual firms. 


Voluntary Agencies 

American voluntary agencies engender good will for the United 
States by demonstrating the concern of individual Americans for peo- 
ples denied basic necessities of life and opportunities for self-im- 
provement. Their humanitarian activities have their roots in Ameri- 
can tradition and in our firm belief in human dignity. 

In addition to Public Law 480 activities discussed above, AID en- 
courages and assists American voluntary nonprofit agencies by paying 
the overseas freight costs of relief and rehabilitation supplies donated 
to, or purchased by, these agencies. Twenty-seven U.S. voluntary 
agencies are participating and are sending supplies to approximately 
80 countries and areas. These supplies consist of items such as food, 
clothing, medicines, hospital and school supplies and equipment, and 
tools, in support of emergency and disaster relief, self-help projects, 
and assistance to refugees. The voluntary agencies at their own ex- 
pense maintain U.S. citizen representatives in the field to work directly 
with the people. For their part, recipient countries must permit duty- 
free entry of supplies. During fiscal year 1962, the value of privately 
financed relief deliveries abroad was roughly $60 million against U.S. 
Government expenditures of about $3 million for overseas freight. 
For every dollar spent by AID in support of this program, nearly 20 
times as much in value of goods was delivered overseas to people who 
need our help. 

Many of these private agencies engage in a wide range of technical 
assistance projects supported by their own financing. Under contract 
with AID, a technical assistance information clearinghouse was estab- 
lished by the American Council on Voluntary Agencies for Foreign 
Service to provide & channel for the exchange of information and 
ideas between AID and the American voluntary sector. 

A substantial increase in voluntary foreign aid during the 5 years 
is expected both in supplies shipped and personnel assigned abroad. 


XI. UNITED STATES PROCUREMENT 


To minimize any adverse effect on the balance of payments caused 
by aid operations, the Agency has continued to follow restrictive 
procurement policies adopted late in 1959 and 1960. In the absence 
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of a specific waiver, granted only when justified by special cireum- 
stances, recipient-country imports financed from development loan 
funds must be procured in the United States and those financed from 
other appropriation categories must be procured either in the United 
States or in the less-developed countries of the free world. 

Under these policies, the share of AID-financed commodities pro- 
cured in the United States rose from 44 percent in fiscal year 1961 to 
50 percent in fiscal 1962. As expenditures from obligations made 
prior to the abandonment of unrestricted worldwide procurement 
taper off, the U.S. share will continue to rise to an estimated 63 per- 
cent in fiscal year 1963 and 70 percent in fiscal year 1964. As long as 
the U.S. balance-of-payments problem persists and these policies con- 
tinue, offshore procurement will eventually be concentrated in the less- 
developed countries, where foreign exchange earnings are quickly 
spent for needed imports, many of which will be obtained in the 
United States. This procurement pattern makes a significant con- 
tribution to the development efforts of the supplying countries, thereby 
reducing their need for aid, while representing a minimal drain on 
the U.S. balance of payments. 

As a further protective step, AID adopted a new policy applicable 
to dollars transferred directly to recipient governments or used to 
purchase foreign currencies needed for local expenditures in the host 
countries. Under the new policy these dollars must be used by the 
receiving country only for the purchase of U.S. goods and services. 
Waivers will be granted only when essential to the fulfillment of 
program objectives. 

In addition, a policy has been adopted to discontinue the financing 
of commodities of which the United States is a net importer. Asa 
result of this measure it is anticipated that the share of U.S. pro- 
curement of goods and services in the AID program will rise in 
future years to 80 or 85 percent. The remaining hard core of off- 
shore costs consists of contributions to international organizations, 
overseas operational expenditures including contract services, some 
procurement in less-developed countries, and cash support in a very 
few essentia] cases. 


XII. ADMINISTRATION 
A New Agency 


Fiscal year 1962 was a year of transition in the administration of 
the foreign assistance program. Formerly, the program was diffused 
among several agencies. The Agency for International Development 
was designed to weld the various elements of the foreign assistance 
program into one cohesive and smoothly functioning agency. 


During fiscal year 1962, the primary administrative concern of AID 
was the establishment and operation of the new organization. It has 
required a major restructuring of the organization involving com- 
plex human relationships and unusual internal and external institu- 
tional relationships. and a major recasting of planning and operating 
concepts. Some of the more general administrative accomplishments 
achieved in the past fiscal year are: 


a. The organizational structure has been established. 

b. Those personnel of the predecessor agencies determined 
to be necessary were transferred to AID and appropriately 
placed within the new organization. As a result of the 
staff review required by Section 621 of the Foreign Assist- 
ance Act of 1961, 274 ICA employees were terminated 
because they were determined not to be necessary for trans- 
fer to AID. 

c. Most of the key positions have been filled, a large number 
with outstanding people from outside the Government 
service. 

d. The installation of a new program development and execu- 
tion system, giving increased authority and flexibility to 
U.S. Ambassadors and mission directors for both program 
planning and execution, is well underway. 

e. À reorganization of the personnel administration function 
has been initiated, including expedited updating of pro- 
cedural directives, to insure more effective management of 
the Agency's manpower resources. 

f. Plans have been developed for a strengthened person- 
nel-training program designed to better prepare employees 
for their work, and to prepare both employees and their 
families for more effective dealing with people in foreign 
countries. 


Continued progress also was made in improving the administration 
of the program. Following are some of the more significant improve- 
ments introduced during the year. 


Goal-Oriented Missions 


As & pilot program, basic organization changes were made in the 
missions in Costa Rica, Venezuela, Panama, and Chile. The basic 
feature of the new organizational concept, called the *goal-oriented 
mission," is a structure built around those country development goals 
identified as requiring U.S. support. The goal-oriented organization 
replaces the old pattern of a technical division for every technical field 
in which activities were undertaken. "The internal structure of the 
new divisions is small and fluid, requiring only a limited number of 
full-time advisers and technicians supported by short-term consul- 


tants or contract employees, In addition to facilitating program plan- 
ning and implementation, this new structure will permit more effective 
utilization of manpower by integrating the efforts of a variety ot 
specialists to obtain a clearly defined goal. 'The goal-oriented mission 
concept is being initiated in Latin America because of the priority 
given the Alliance for Progress. 


Korean Mission Reorganization 

An intensive management survey has been made of the largest AID 
mission ( Korea) to adjust its organization structure to the reoriented 
economic assistance program in Korea and to achieve more economy 
and efficiency in its operation. The reorganization simplified report- 
ing relationships by reducing the number of individuals directly re- 
sponsible to the director. 


Consolidation of Administrative Services for Selected 
Oversea Posts 

During fiscal year 1962, Consolidated Administrative Management 
Organizations (CAMO) became operational in five African posts 
(Sierra Leone, Gabon, Ivory Coast, Cameroon, and Sudan). CAMO 
is a single administrative unit with responsibility for supporting all 
elements of the country mission, i.e., State, AID, USIA, and Peace 
Corps. The essence of this approach is to obtain highly qualified per- 
sonne] representing a broad range of experience with various foreign 
affairs agencies. CAMO was created to increase the efficiency of pro- 
viding administrative support to all U.S. field elements and to improve 
utilization of scarce administrative talent, especially in an area such 
as Africa where it is difficult to attract and retain competent admin- 
istrative personnel. | 


Executive Staffing 

A special campaign was launched during fiscal year 1962 to recruit 
top-level executives from the American business and industrial] com- 
munity for service overseas as mission directors, deputy directors, or 
in other high-level posts. As a result, a total of 27 highly qualified 
executives entered on duty during the fourth quarter. Prior to their 
departure for oversea posts, all participated in a 6-week orientation 
program for senior officers which placed special emphasis on: U.S. 
goals and AID responsibilities in the conduct of foreign policy ; the 
economic development process; individual regional and area studies; 
and the process of communicating in a cross-cultural environment. 
A significant supplement was a 4-week program conducted for wives 
and adult dependents accompanying the new executives to their posts 
of duty. 


Decentralized Contracting Procedures 


The reorganization has required the drafting of new procedures 
designed to enable the regional bureaus to carry out their new opera- 
tional responsibilities. 

A pilot contract processing and reporting system has been designed 
and approved for installation in the Near East/South Asia regional 
bureau. This system has been prepared to clarify the role and re- 
sponsibilities of individuals who are involved in various aspects of 
preparing and monitoring contract actions for technical service work 
in overseas AID missions. 


Revised Program Guidelines 

During fiscal year 1962, the Agency began to develop new fiscal 
year 1964 program guidelines to carry forward the concepts expressed 
in the President's messages leading to the Foreign Assistance Act, as 
well as to implement the congressional intent specified in that act, 
as amended. The guidelines are basically designed to assure the co- 
ordination of U.S. foreign assistance programs with all other elements 
of U.S. foreign policy and national security interests. 


Simplification of Regulations 

In cooperation with the State Department, a significant project 
has been undertaken to review State-AID administrative policies and 
regulations to eliminate nonessential differences between agencies. 
It is anticipated that these efforts will greatly simplify field 
administration. 


Participating Agency Relationships 

In order to increase cooperation between AID and other depart- 
ments and agencies of the Federa] Government, AID is reexamining 
all its agreements with the “participating agencies.” Pursuant to 
Section 621 of the Foreign Assistance Act of 1961, AID seeks to use 
the resources of all such agencies to the maximum extent practicable. 

A study in depth of interagency relations has been completed. Its 
extensive recommendations are now being given full and careful 
consideration by AID. A new general agreement already has been 
signed between the Housing and Home Finance Agency and AID. 
For the first time, AID is also about to sign such an agreement with 
the Federal Home Loan Bank Board. 


Financial Reports 

During this fiscal year, a comprehensive review of the format, dis- 
tribution, and use of the Agency's financial reports was undertaken. 
One example was the *Pipeline Analysis Report? which was rede- 
signed so as to: (a) Itemize the number of months required to liqui- 
date the unpaid obligations outstanding at field installations each 
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month; (b) compare each field installation with the regional and 
worldwide average; and (c) dépict the 10 installations which have 
the most unsatisfactory pipeline condition. 


Funding of Participating Agencies 

Arrangements were initiated with the Department of Commerce 
for the purpose of effecting reimbursements directly to each of the 
bureaus incurring costs on behalf of AID. Under the new reimburse- 
ment procedure, improved accounting and reporting techniques were 
made possible and the prior system under which AID allocated funds 
to the Department (which in turn suballocated funds to each of the 
bureaus) was eliminated. 


Automatic Data Processing 


During fiscal year 1962, AID increased the core-storage capacity 
of its computer from 4,000 to 16,000. This added capacity will enable 
the Agency to expedite processing of its own applications, including 
one report now prepared under contract. 

Some of the additional uses initiated during the past year included : 


Adaption of AID payroll operations to automatic data 
processing. The computer will be utilized to calculate sal- 
aries, maintain payroll records, and prepare derivative re- 
ports. The system will be faster and more accurate than 
the previous entirely manual operation when it is fully im- 
plemented. The target date for completion of the system 
was January 1, 1963. 

Development and adaptation to automatic data processing 
of a project accounting system and a project progress report- 
ing system. Together the two systems will provide informa- 
tion on the management progress as well as the fiscal status 
of the project. 


Records Management 


A records survey program was begun in fiscal year 1962 and actual 
installation of the new system in Washington and the missions will 
take place in fiscal year 1963. "This is one of three pilot programs 
being conducted with the assistance of the National Archives and 
Records Service of the General Services Administration and may be 
the basis for a government wide revision of filing systems. 

AID is well conceived organizationally and should provide the 
structure necessary for a unified and smoothly functioning foreign 
assistance program. However, administration and management does 
not cease with reorganization. Much remains to be done in the estab- 
lishment of a program development and execution system, the revision 
of procedures, and in the improvement of the general administration 
of the program and the Agency. 
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APPENDIX I 


New Development Loan Authorizations in Fiscal Year 
1962* 


ELECTRIC POWER—$196.6 MILLION 


G hana, $1 million 30-year 3.5-percent loan of September 9,1961. Loan 
number 641-H-002. Borrower: Government of Ghana. This loan 
supplements a $20 million loan previously authorized by the Devel- 
opment Loan Fund in May, 1961. It represents part of the U.S. con- 
tribution to the financing of a Volta River dam and power project. 
The total cost of the project is about $200 million, of which a substan- 
tial portion is being covered by loans from the International Bank for 
Reconstruction and Development, the Government of the United King- 
dom and the U.S. Export-Import Bank. 

When completed, the dam and powerplant will prompt a substantial 
increase in the development of Ghanaian natural resources, particularly 
in the processing of bauxite. The principal consumer of electricity 
generated by this project will be an aluminum smelter, yet to be built. 
In addition to developing Ghana's aluminum potential, the project 
offers subsidiary opportunities for irrigation and inland water trans- 
portation. 

A task force was specially appointed by President Kennedy to study 
this one loan. The group's chairman was Industrialist Clarence Ran- 
dall. The loan was authorized only after this citizen's group had in- 
vestigated the political and fiscal ramifications of this project and had 
recommended approval. 


India, $33.6 million 40-year 34-percent loan of January 19, 1962, Loan 
number 386-H-052. Borrower: Government of India. The Govern- 
ment of India will relend these funds to the Gujarat State Electricity 
Board. The interest rate will be no less than 314 percent per annum; 
a repayment period will be no longer than 20 years. The loan will then 
assist in financing the construction of a 250-megawatt, thermal-elec- 
tric, power-generating station at Dhuvaran, New Cambay, Gujarat 
State, India. Associated transmission lines and substations will also 


be financed. 
*Not net figures; do not reflect reductions from prior loan authorizations. 
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Continued emphasis on industrialization in India requires vigorous 
efforts to close the energy gap on which industrialization depends. 
The increase in power-generating capacity which will result from this 
project. will be one of the biggest sources of energy in western India. 
It will permit existing industry to expand in the Cambay area. Also 
accommodated will be new industries, such as cement, textiles, petro- 
leum, heavy manufacturing and chemicals. These industries are to 
begin operations in the area during India's third 5-year plan. 


India, $38 million 40-year 34-percent loan of January 30, 1962. Loan 
number: 386-H-056. Borrower: Government of India. The Govern- 
ment of India will relend these funds to the Electricity Board of the 
State of West Bengal. Interest rates will be no less than 314 percent. 
The repayment period will be no longer than 20 years. 

The loan will then assist in financing foreign exchange costs of a 
300-megawatt, thermal-electric, power-generating station at Bandel, 
State of West Bengal, India. 

The region of West Bengal (which includes the city of Calcutta) is 
one of India's most industrialized areas; extensive industrial growth is 
planned here in the nation's third 5-year plan. Shortages of foreign 
exchange have prevented the construction of the necessary power- 
plants to keep up with industrial developments. Thus, a power short- 
age is currently a limiting factor in further development. Power from 
the Bandel power project will be distributed over existing transmis- 
sion lines. This power will then serve industrial lands in the area 
around Calcutta, provide energy for railway tract electrification, and 
pump water connected with irrigation in the area. 


India, $20.2 million 40-year 34-percent loan of March 23, 1962. 
Loan number 386-H-061. Borrower: Government of India. The 
Government of India will relend the funds to the State Electricity 
Board of Kerala at an interest rate no less than 314 percent and a 
repayment period no longer than 15 years. 

The loan will finance foreign exchange costs of the Pamba-Kakki 
hydroelectric project in the State of Kerala, India. 

The industrial development of the State of Kerala largely has 
been retarded by a lack of adequate electric power for industrial uses. 
This power project will more than double the installed power genera- 
tion capacity in Kerala. It will help attract industry to Kerala, and 
should serve to diversify the economy of the state. The project will 
also benefit in adjacent areas in helping irrigation as well as salinity 
and toxicity control. 


India, $17.9 million 18-year 315-percent loan of May 29, 1962.* 
Loan number 386-H-063. Borrower: The Tata Power Co., Ltd.; The 
Tata Hydroelectric Power Supply Co., Ltd., and, the Andhra Valley 


*The borrower may repay the host government on the above terms, provided the latter 
agrees to repay the United States in 40 years at % percent. 


Power Supply, Ltd., India. The loan will assist in financing foreign 
exchange costs of purchasing and installing a fourth thermal-electric 
generating unit, of 125-megawatt capacity, at the Trombay Thermal 
Power Station, Bombay, Maharashtra State, India. 

The Tata Electric system serves the Bombay-Poona region of 
Maharashtra State, one of India's most populous and heavily in- 
dustrialized regions. Apart from commerce and shipping, the in- 
dustries in this area include textile mills, oil refineries, rayon, chemical, 
automobile and light engineering. These industries are to be expanded 
under the third 5-year plan. Availability of adequate power is a 
major need for that expansion. 


India, $8.4 million 40-year 34-percent loan of June 29, 1962. Loan 
number 386-H-068. Borrower: The Government of India. The 
Government of India will relend these funds to the State Electricity 
Department of the State of Andhra Pradesh. Interest rates will be 
no less than 314 percent per annum and a repayment period will be 
no longer than 15 years. The loan will then assist in financing foreign 
exchange costs of purchasing and installing a thermal-electric generat- 
ing unit of 60-million-watt capacity. This unit will be at the Rama- 
gundam Thermal Power Station in the State of Andhra Pradesh, 
India. 

Largely to meet the demands of India's expanding industrial sector, 

installed electric-generating capacity is to be increased from 5.7 million 
kilowatts at the end of the second-plan period (1960-61) to 13.4 million 
kilowatts by the end of the third-plan period (1965-66). The present 
installed capacity of the Ramagundam Station is unable to meet peak 
power loads. The load demand is growing rapidly. Power generated 
by the Ramagundam project will, therefore, make a significant con- 
tribution to the providing of local power for cement factories, collier- 
les, paper mills, etc. 
India, $16 million 40-years 34-percent loan of June 29, 1962. Loan 
number 386-H-069. Borrower: The Government of India. The Gov- 
ernment of India will relend these funds to the Punjab State Electric- 
ity Board and the Municipal Corp. of Delhi. The interest rates will 
be no less than 314 percent per annum. Repayment will be no longer 
than 15 years. The loan will assist in financing the foreign exchange 
costs of constructing a thermal-electric generating station at New 
Delhi. Also included will be three 60-megawatt turbine-generator 
units, boiler and turbine auxiliaries, and ancillary equipment. 

At present, generating plants are unable to meet the growing de- 
mand for electric power in this region. In fiscal 1962, the estimated 
Delhi shortage was 27 megawatts. By 1965, the shortage is expected 
to rise to 45 megawatts. The estimated Punjab shortage is expected 
to rise to 303 megawatts during the same period. The power output 
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of the project financed by this loan will be used in the Delhi and 
Punjab areas. 


Korea, $20.9 million 40-year 34-percent loan of December 18, 1961. 
Loan number 489-H-014. Borrower: Government of Korea. The 
Government of Korea will relend the funds to the Korea Electric Co. 
The interest rates will be no less than 314 percent with repayment to 
the Government of Korea within 22 years. The purpose of this loan 
is to assist in financing foreign exchange costs of equipment, materials, 
and services necessary for installing a 132-megawatt thermal power- 
plant and ancillary facilities near Pusan, Korea. 

The plant will represent a major step toward successful accomplish- 
ment of the accelerated electric-power generation effort of Korea. It 
will help remove existing bottlenecks in power generation and trans- 
mission. These bottlenecks slowed down and disrupted industrial 
production, imposed major hardships on household consumers, and 
contributed to the inhibition of economic growth in Pusan and the 
rest of the country. 


Pakistan, $8.6 million 40-year 34-percent loan of April 18, 1962. Loan 
number 391-H-043. Borrower: The Government of Pakistan. The 
loan will assist in financing the foreign exchange costs to the expan- 
sion and improvement of the power-distribution systems in the Dacca 
and Chittagong areas of East Pakistan, the two principal load centers 
which will utilize power from the Karnafuli Hydroelectric project. 
Increasing industrial production and population in the cities of 
Dacca and Chittagong, East Pakistan, is expected to increase power 
consumption from 47 megawatts to 141 megawatts by 1967. This in- 
creased demand will be satisfied by the new power provided by the 
Karnafuli Hydroelectric project only if present distribution and sec- 
ondary transmission facilities are substantially modified and expanded 
as provided by this investment. 'The Government of Pakistan will 
relend these funds to the East Pakistan Water and Power Develop- 
ment Authority. Interest rates will be no less than 314 percent per 
annum; the repayment period will be no longer than 25 years. 


Pakistan, $26 million 25-year 314-percent loan of April 18, 1962.* 
Loan number: 396-H-042. Borrower: The Karachi Electric Supply 
Corp., Ltd. (KESC). The loan will assist in financing foreign ex- 
change costs in the construction of a 132-megawatt. thermal-electric 
power-generating station and allied works at Karachi, Pakistan. 

The development of an adequate supply of electric power has not 
kept pace with the increase of industrial and commercial as well as 
residential demand in Karachi. By the end of 1962, KESC’s capacity 
is expected to increase to 101 megawatts while demand is expected 


*The borrower may repay the host government on the above terms, provided the latter 
agrees to repay the United States in 40 years at % percent. 


to rise to 175 megawatts. The completion of this new generating 
station in 1965 should provide Karachi with a firm capacity of 200 
megawatts. That capacity will, for the first time since partition, 
give the city an adequate power base to meet its growing require- 
ments. 

TRANSPORTATION—RAILROADS—$93.2 MILLION 


Cameroon, $9.2 million 40-year 34-percent loan of June 29, 1962. 
Loan number 694-H-001. Borrower: The Government of the Federal 
Republic of Cameroon. The loan will assist in financing foreign ex- 
change and local costs of material, equipment, and services required 
for the construction of an approximately 205-mile extension to the 
Cameroon Railway system from Yaounde to Goyoum. The European 
Economic Community and the Governments of France and the 
Cameroon are contributing an additional $27.65 million to this linking 
of Yaounde to Goyoum. 

About two-thirds of the Cameroon's output never enters the market 
economy. This is partly due to a lack of adequate transport facili- 
ties. The rate of economic growth has been the greatest in the south. 
There the transport system is well developed; the north, on the other 
hand, has remained economically backward in the absence of adequate 
facilities. Containing 40 percent of the country's population, the 
north has considerable potential in agriculture and minerals. The ex- 
tension of the railway up to Goyoum will expand the development 
potential of this area and bring the south port of Douala within easy 
access. 


India, $43 million 40-year 34-percent loan of May 31, 1962. Loan 
number 386-H-058. Borrower: Government of India. The loan will 
assist in financing foreign exchange costs in the acquisition of diesel 
locomotives. The loan will also finance spare parts and maintenance 
equipment. Operating personnel will be trained. 

India's third 5-year plan anticipates an expansion of railway traf- 

fic from 154 to 245 million tons by 1966. "The 158 diesel locomotives 
financed under the loan will make a significant contribution toward 
increasing the carrying capacity of India’s present rail ways. 
Pakistan, $31 million 40-year 34-percent loan of June 26, 1962. Loan 
number 391-H-045. Borrower: The president of Pakistan. The loan 
will be used to finance foreign exchange costs of acquiring locomotives, 
coaching vehicles (other than passenger cars), wagons, truck ma- 
terial, and materials for other engineering works. This loan imple- 
ments a portion of a plan for developing and rehabilitating Pakistan’s 
railways during the second 5-year plan (1960-65). 

The railways presently are operating at full capacity. Except by 
modernizing and expanding their facilities, they will be unable to 


handle the traffic that is expected to be generated during the second 
5-year plan. The ton-mile freight traffic during the 5-year span is 
expected to increase by 37.1 percent on the Pakistan Western Rail- 
way and by 42.1 percent on the Pakistan Eastern Railway. Moderni- 
zation will provide the additional capacity needed for the Indus 
Valley development, a key to economic progress in west Pakistan. 


Turkey, $10 million 40-year 34-percent loan of May 31, 1962. Loan 
number 277-H-033. Borrower: Government of Turkey. The Gov- 
ernment of Turkey will relend these funds to the Turkish State 
Railways Administration at an interest rate no less than 314 percent 
per annum. The repayment period will be no longer than 15 years. 
The loan will then finance foreign exchange costs of approximately 
33 diesel electric locomotives, related spare parts, tools, training aids, 
and other services will also be financed. 

These diesel locomotives will bring a significant increase in the 
carrying capacity of the Istanbul-Ankara Railway line, the backbone 
of Turkey's transportation system. This line has reached the limit 
of its capacity with single-track and steam operation. Since engine 
replacements are necessary in any case, this project will permit replace- 
ment at lower initial capital cost, as compared to engine replacement 
with comparable steam units, and result in reduced operating cost as 
compared to existing steam facilities. 


TRANSPORTATION—ROADS—$ 7.3 MILLION 


Bolivia, $9.4 million 40-year 34-percent loan of February 8, 1962, of 
which only $0.4 million represented a new commitment. Loan number 
511-H-009. Borrower: Government of Bolivia. This loan will fi- 
nance foreign exchange costs of highway maintenance equipment, 
spare parts, and shop tools. These items will help complete a plan 
of Bolivia's National Road Service. Equipment procured under this 
loan will be used primarily for current maintenance work on roads 
already improved by the road service. 

Only $400,000 of this loan was committed from AID development 
loan funds. The remainder of $2 million had been allocated (com- 
mitted) but not obligated by the former Development Loan Fund. 


/ ran, $6 million 17-year 314-percent loan of February 8, 1962. Loan 
number 265-H-011. Borrower: Government of Iran. This loan will 
assist the plan organization of the Government of Iran in financing 
costs connected with the construction of primary roads linking the 
Persian Gulf to the Caspian Sea. 

Improvement of the Iranian highway network will reduce the geo- 
graphic isolation of many communities. Farm-to-market roads, for 
instance, will be provided. 
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Nicaragua, $3.7 million loan of February 9, 1962, of which only $0.9 
million represented a new commitment. (Terms not yet established.) 
Loan number 524-H-005. Borrower: Government of Nicaragua. The 
loan will assist in financing construction cost for approximately 194 
kilometers of roads in the western part of Nicaragua. This AID loan 
is a follow-on loan to an earlier highway construction credit author- 
ized by the Development Loan Fund in an amount of $4.3 million in 
May 1961. Only $900,000 of this loan was committed from AID 
Development Loan Funds. The remainder of $2.8 million had been 
allocated (committed) but not obligated by the former Development 
Loan Fund. 

The roads are priority highways within the framework of the Nic- 
araguan national highway program. "Their completion will link por- 
fions of Nicaragua's best agricultural zones to major urban markets 
and to the principal seaport on the Pacific coast. 


TRANSPORTATION——AIRPORT8——$1.2 MILLION 


Bolivia, $1.2 million 40-year 34-percent loan of May 31, 1962. Loan 
number 511-H-011. Borrower: Government of the Republic of 
Bolivia. This is an increase in a loan authorized by the Development 
Loan Fund in 1951 (original amount : $1.5 million). The increment 
will cover increased costs of airport construction and engineering 
services for the terminal building of the El Alto Airport at La Paz, 
Bolivia. 

Improvement of the El Alto Airport will permit its operation on a 
round-the-clock basis. Safety factors for airplanes using the airport 
will be improved. 


TRANSPORTATION —PIPELINES—$2.8 MILLION 


Pakistan, $2.8 million 12-year 534-percent loan of June 15, 1969*. 
Loan number 391-H-044. Borrowers: Sui Gas Transmission Co., 
Ltd., Karachi, Pakistan. The loan will finance foreign exchange 
costs for the establishment of a gas-compressor station at Nnwabsha. 
The station will maintain required working pressure in a pipeline for 
the growing Hyderabad and Karachi communities. 

Natural gas is one of the few natural resources of Pakistan. Two 
primary benefits will be derived from its development. First, encour- 
agement of its use in industrial development will directly aid the 
balance-of-payments situation in Pakistan: Not as much fuel will have 
to be imported. Second, the use of the Sui gas pipeline will greatly 
alleviate an overburdened transport system: The pipeline will provide 
means independent of rail and port facilities for carrying fuel to dis- 


The borrower may repay the host government on the above terms, provided the latter 
agrees to repay the United States in 40 years at % percent. 
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tribution centers. It is estimated that substitution of the indigenous 
supply of gas for other fuels will save $95 million in foreign exchange 
during the first 18 years of operation. 


INDUSTRIAL—MINING—$59.2 MILLION 


Ghana, $55 million 20-year 534-percent loan of June 28, 1962. Loan 
number 641-H-003. Borrowers: Volta Aluminum Co, Ltd. 
(VALCO). The loan will assist in financing the foreign exchange 
requirements of an aluminum smelter to be constructed at Tema in 
Ghana in conjunction with the Volta River hydroelectric project. 

The smelter, in fact, will be the principal consumer of electricity to 
be generated by the facility. 

The Export-Import Bank, which signed a loan agreement with the 
borrower on February 8, 1962, is making and administering this loan. 
AID is sharing in the loan by providing the Export-Import Bank 
with one-half of the funds; AID will receive its pro rata share of the 
repayments, of both principal and interest. 


India, $4.2 million 40-year 34-percent loan of January 24, 1962. Loan 
number 386-H-057. Borrower: Government of India. The Govern- 
ment of India will relend the funds to the Hindustan Steel Co., Ltd. 
The interest rate will be no less than 314 percent per annum.  Repay- 
ment period will be no longer than 15 years. The loan will then assist 
in financing foreign exchange costs of constructing and equipping a 
coal washery plant. This processing facility will be located at 
Patherdih in the State of Bihar, India. 

Reserves of metallurgical coals in India are limited in relation to 
demands by India's steel mills. Requirements of washed coal for the 
major steel plants are estimated at about 8 million tons per annum. 
Against this requirement, five washeries presently operate supplying 
about 4 million tons. The new Patherdih Coal Washery is expected 
to add another 2 million tons per annum to India's washed-coal 
capacity. 

INDUSTRIAL—AUTOMOTIVE—$ 32.5 MILLION 


India, $3 million 15-year 534-percent loan of December 18, 1961.* Loan 
number 386-H-059. Borrower: The Premier Automobiles, Ltd. The 
loan will assist in financing foreign exchange costs for import. ma- 
chinery required to produce sheet metal components for Premier trucks 
and automobiles, and modernize and expand the capacity of related 
parts of the borrower’s plant. It supplements an earlier DLF loan of 
$7.2 million for the same purpose. 

The third 5-year plan calls for expanding the highway network; 
a corollary to this is an increased emphasis on the production of com- 
mercial vehicles. Expansion of the vehicle plant will contribute im- 


*See footnote on p. 73. 
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portantly to the achievement of India's long-range transportation 
objectives. The loan will increase the indigenous component of Pre- 
mier's automotive production, providing foreign exchange savings of 
up to $2.1 million. The loan will also be used to modernize the firm's 
capacity. The project will serve to strengthen and stimulate the pri- 
vate sector of the Indian economy ; that strengthening in turn should 
help to ensure that private enterprise continues as the major producer 
of automotive vehicles in India. 


India, $15.8 million 10-year 534-percent loan of June 26, 1962.* Loan 
number 386-H-066. Borrower: The Hindustan Motors, Ltd., Hooghly 
District, West Bengal, India. The loan will assist in financing foreign 
exchange costs of expanding and improving the Hindustan Motors, 
Ltd., truck and automobile manufacturing plant. The financing will 
increase plant capacity and production, and increase the domestically 
manufactured content of Hindustan motor vehicles. 

The third 5-year plan indicates a greater recognition of the critical 
role to be played by commercial highway transport in carrying India's 
goods and services. This appraisal is reinforced by the serious trans- 
port bottlenecks of the past 2 years, bottlenecks that have had a dele- 
terious effect on India's development efforts. The increase in domestic 
production resulting from this investment will help overcome the 
shortage of vehicles for road transport. 


India, $13.7 million 15-year 534-percent loan of June 26, 1962.* Loan 
number 386-H-067. Borrower: The TATA Engineering € Locomo- 
tive Co., Ltd. (TELCO). The loan will assist in financing foreign 
exchange costs of expanding the capacity of the TELCO TATA- 
Mercedes Benz truck plant from 12,000 vehicles a year to 18,000 by 
1964; and increasing the domestically manufactured content of the 
TELCO truck from 78 percent to 86 percent. Thus, this loan will 
effect a direct reduction in the anticipated third-plan commercial traf- 
fic deficit; will help to reduce the drain on India’s foreign exchange; 
and will, accordingly, contribute to India’s economic development. 


INDUSTRIAL—GENERAL——$19.45 MILLION 


India, $9.8 million 12-year 534-percent loan of March 28, 1962.* Loan 
number 386-H-060. Borrower: The Delhi Cloth & General Mills Co., 
Ltd., New Delhi, India. The loan will assist in financing foreign ex- 
change costs of equipment, materials, and services required to establish 
a plant to produce filament yarn and rayon tire cord fabric, and 
a related plant to produce rayon-grade pulp from cotton linters. The 
linters will be the cellulose raw material for the filament yarn facility. 

To meet the third 5-year plan requirements for tires, it is estimated 
that the major Indian tire producers will have to increase their input 


*'The borrower may repay the host government on the above terms, provided the latter 
agrees to repay the United States in 40 years at % percent. 
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of tire cord from the present 13.4 million pounds to over 27 million 
pounds. Since all rayon tire cord is currently imported, an annual 
foreign exchange saving of $3.8 million is estimated once both plants 
are in operation. 


India, $2.3 million 9-year 534-percent loan of June 29, 1962.* Loan 
number 386-H-070. Borrower: NAPCO Bevel Gear of India, Ltd., 
Faridabad, Punjab State, India. The loan will assist in financing 
foreign exchange costs of equipment and services required to establish 
a precision-gear plant in India. Basically, the project involves the 
purchase and transfer to India of the precision-gear manufacturing 
equipment of the Detroit Bevel Gear Division of NAPCO Industries, 
Inc. A factory is being built at Faridabad to accommodate this equip- 
ment, and some additional new equipment is being provided. 

NAPCO Bevel Gear of India will produce gears for vehicle produc- 
tion in India. Since a large portion of these gears are currently being 
imported, this project will save valuable foreign exchange and, in addi- 
tion, is expected to earn approximately $2.4 million annually through 
the export of gears in excess of Indian requirements. 


Korea, $4.25 million 12-year 534-percent loan of February 21, 1962.* 
Loan number 489-H-015. Borrower. Hyun Dai Construction Co., 
Ltd. The loan will assist in financing foreign exchange costs of build- 
ing a cement plant in the vicinity of Tanyang, Korea. The plant will 
have a production capacity of 150,000 metric tons per year. The new 
facility will help satisfy the heavy Korean demands, stemming from 
economic development needs and reconstruction requirements. 
Domestic cement production is well below the level of demand, neces- 
sitating foreign exchange expenditures for very costly cement imports. 


Philippines, $0.1 million 10-year 534-percent loan of September 29, 
1961. Loan number 492-H-012. Borrower: Bataan Pulp & Paper 
Mills, Inc. This is an increase of a $5.3-million loan originally au- 
thorized by the Development Loan Fund in 1959. The increment will 
be used to procure items urgently needed to complete the construction 
of an integrated pulp and paper mill on the Bataan Peninsula in the 
Philippines. 

When completed, the plant will produce pulp and paper to replace 
imports estimated at a value of about $5 million annually. The project 
will also lead to an improvement of bamboo cultivation in the area 
and give employment to 600 people, thus enhancing the income 
potential of local residents. Greater availability of locally produced 
paper will permit increased use of paper for many purposes and will 
help meet material requirements of the developing Philippine 
economy. 


*The borrower may repay the host government on the above terms, provided the latter 
agrees to repay the United States in 40 years at % percent. 
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United Arab Republic, $3 million 19-year 534-percent loan of April 
26, 1962.* Loan number 263-H-014. Borrower: Societe Misr Pour 
La Rayonne, Kafr El Dawar, United Arab Republic. This loan will 
finance foreign exchange costs of a project to expand an existing 
viscose and cellophane production plant. 

Foreign exchange shortages have recently resulted in import restric- 
tions on cellophane and rayon staple fiber. The project will result in 
import savings insofar as it eliminates the import of these products. 
Some cellophane may still be imported, however. Although this proj- 
ect will produce consumer products, it is regarded as significant in 
theoverall development of the Egyptian economy. 


INTERMEDIATE CREDIT INSTITUTIONS—$114.5 MILLION 


Chile, $10 million 40-year 34-percent loan of June 26, 1962. Loan 
number 513-H-017. Borrower: Corporacion de Fomento de la Pro- 
duction (CORFO). The loan will assist in financing the costs of 
goods and services for capital projects. The projects will involve elec- 
tric power, transportation, housing, school and hospita] construction, 
irrigation, ports, water and sanitary works, urban paving, airport im- 
provement, credits to private industrial and agricultural enterprises, 
and other economic and social development projects. CORFO is to 
relend the funds to help finance capital projects of public entities cov- 
ered by the Government of Chile budget, to public corporations and 
to private sector enterprises. A U.S. engineering consulting firm is 
to be contracted by CORFO under the loan to approve all subproj- 
ects and to assist in administering the loan. 

The projects eligible for financing under this loan cover a wide 
range of activities basic to economic development. Hence, the loan will 
contribute to the overall growth of the Chilean economy, as well as to 
the social welfare of the Chilean population. The loan is related to a 
larger U.S. commitment of economic assistance to Chile. 


Ecuador, $5 million 20-year 534-percent loan of February 9, 1962.* 
Loan number 518-H-014. Borrower: National Securities Commission 
of Ecuador. 

The loan is designed to help finance, through the National Securi- 
ties Commission (an automonous government agency), the establish- 
ment and expansion of industrial enterprises in Ecuador. The funds 
will be used by the National Securities Commission to purchase in- 
dustrial mortgage bonds issued and guaranteed by the banking svs- 
tem to finance procurement of goods and services for enterprises with- 
in categories approved by AID. A portion of the loan is to be set 


*The borrower may repay the host government on the above terms, provided the latter 
agrees to repay the United States in 40 years at % percent. 


75 


aside and used for financing assistance to small and handicraft en- 
terprises in the Ecuadorean economy. 

Use of AID funds through the intermediary of the National Se- 
curities Commission will contribute to Ecuador's industrial develop- 
ment objectives by helping to increase domestic production, employ- 
ment and income and by relieving pressure on Ecuador’s foreign ex- 
change position. Investments will be directed into those economic ac- 
tivities in which Ecuador enjoys comparative cost advantages. 


Greece, $5 million 15-year 415-percent loan of May 31, 1962. Loan 
number 240-I11-021. Borrower: The National Bank of Greece, S.A., 
Athens, Greece. The loan will assist in providing foreign exchange 
required for medium- and long-term subloans by the borrower to pri- 
vate enterprises in Greece. The loan will be used for projects con- 
tributing to the economic development of Greece. 

The current Greek 5-year plan, covering the years 1960 to 1964 in- 
clusive, projects an investment total of some $3.67 billion, two-thirds 
of which is anticipated for the private sector. This development bank 
loan is intended to make some contribution toward the latter goal since 
it will provide external financing requirements for Greek small 
industry. 


Greece, $5 million 15-year 415-percent loan of May 31, 1962. Loan 
number 240-H-022. Borrower: The Economic Development Financ- 
ing Organization, Athens, Greece; a government corporation. The 
loan will assist in providing foreign exchange required for medium- 
and long-term subloans to private enterprises in Greece. The loan will 
be for projects contributing to the economic development of Greece. 

The current Greek 5-year plan, covering the years 1960 to 1964, 
projects an investment total of some $3.67 billion, two-thirds of which 
is anticipated for the private sector. This development bank loan is 
intended to make some contribution toward the latter goal. The loan 
will provide the external financing requirements for Greek small 
industry. 


India, $20 million 15-year 5-percent loan of March 23, 1962.* Loan 
number 386-II-062. Borrower: The Industria] Finance Corp. of 
India, (IFC). The loan will provide foreign exchange to be reloaned 
to private entrepreneurs in India. It will then be used. to cover the 
foreign exchange costs of industrial projects contributing to India's 
economic development. 

The development of a viable and expanding private sector 1s essen- 
tial for success in meeting the goals of India's third 5-year plan. The 
IFC has been fostering industrial development by providing loans 
and guarantees of medium- and long-terms to the growing Indian 


*The borrower may repay the host government on the above terms, provided the latter 
agrees to repay the United States in 40 years at 3% percent. 
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entrepreneurial class. Its local currency resources have been adequate, 
but its normal functioning in granting long-term industrial loans has 
been hampered in the past by the lack of foreign exchange. This loan 
will contribute to an expanding private industrial sector in India. 


Mezico, $20 million 40-year 34-percent loan of June 20, 1962. Loan 
number 523-H-020. Borrower: Nacional Financiera, S.A. This loan 
to Nacional Financiera, a financial agency of the Mexican Govern- 
ment, is to be administered by the Bank of Mexico through the Fund 
for the Guarantee and Promotion of Agriculture, Livestock, and 
Poultry Farming. This will assist the Bank of Mexico and the fund 
in a program for the extension of medium- and long-term credit to 
owners of small-scale farms. 


Pakistan, $7.5 million 7-year 5-percent loan of January 3,1962.* Loan 
number 391-H-041. Borrower: The Pakistan Industrial Credit & 
Investment Corp. (PICIC), a privately held development bank. The 
loan will provide foreign exchange to be reloaned to private entre- 
preneurs in Pakistan. It will cover the foreign exchange costs of 
industrial projects contributing to Pakistan's economic development. 

PICIC currently represents virtually the only source of foreign ex- 
change for new private investment in Pakistan. As such, it plays a 
central role in the economy and is recognized by the government as 
8 key operation in apportioning foreign exchange. Provided an enter- 
prise is within a general industrial category approved by the govern- 
ment, PICIC's determination that the investment is financially and 
economically sound automatically entitles the borrower to the neces- 
sary government licenses. 


Sudan, $2 million 15-year 4-percent loan of December 18, 1961.* Loan 
number 650-H-023. Borrower: Industrial Bank of Sudan. The pur- 
pose of the loan is to provide the Industria] Bank of Sudan with 
foreign exchange funds needed for relending to industrial enterprises. 
The funds will be relent on medium- and long-term bases for mutually 
agreed upon categories of industrial activity. The Government of 
Sudan is to provide additional financial resources, in both equity and 
loan forms, to the borrower. 

Although it is anticipated that agriculture will continue to consti- 
tute the principal field for investment in the Sudan and account for 
the largest proportion of the country's gross nationa] product, the 
proportion of gross national product generated by industry is also 
expected to rise during the next decade. The Government of Sudan 
is making particular efforts to encourage industrial expansion. The 
establishment and provision of foreign exchange funds to the Indus- 
trial Bank of the Sudan will materially assist in reaching 
industrialization. 

*The borrower may repay the host government on the above terms, provided the latter 
agrees to repay the United States in 40 years at % percent. 


77 


Venezuela, $10 million 20-year 34-percent loan of April 10, 1962. 
Loan number 529-H-003. Borrower: Agricultural & Livestock 
Bank of Venezuela. The loan will assist in financing a program of 
supervised agricultural] credit in Venezuela. The program operates 
through the Agricultural & Livestock Bank, other Venezuelan Gov- 
ernment agencies, a private institution of the United States, and the 
Agency for International Development. The program combines tech- 
nical assistance with credit facilities, making it possible for low-in- 
come farmers with sufficient land resources to learn new production 
methods and to acquire facilities to make needed improvements in their 
farm, home, and production facilities. The objectives are to provide 
more stability for the farms, to increase net income and to improve 
living conditions and educational opportunities for the farm family. 


AGRICULTURE—GRAIN STORAGE—-$31.7 MILLION 


Syria, $14.7 million 40-year 34-percent loan of June 22, 1962. Loan 
number 276-H-008. Borrower: Government of the Syrian Arab Re- 
public. The loan will finance a national system of grain storage and 
handling facilities in the Syrian Arab Republic. The project con- 
sists of the full engineering and construction of 11 storage facilities, 
1 feed mill, and 3 certified feed facilities. 

Syrian authorities have been exploring the feasibility of a national 
system of grain storage since the mid-1950's. The project financed by 
this loan will, on the basis of conservative estimates of avoidable 
storage losses, result in a potential annual saving of 8 percent of pro- 
duced grains. This will represent an annual saving to the national 
economy of $11 to $12 million a year. 


United Arab Republic, $17 million 40-year 34-percent loan of April 26, 
1962. Loan number 263-H-015. Borrower: The Government of the 
United. Arab. Republic. The purpose of the loan is to finance the 
first of a two-phased national system of grain storage and handling 
facilities in Egypt. The total project consists of the full engineering 
and construction of 49 silos. Of these, three are port facilities, four 
are terminal facilities, four are large distribution silos, and 38 are 
small distribution silos. 

The present facilities, equipment, and system for storing, handling. 
and distributing grain m Egypt are completely inadequate to cope 
even with the existing situation. Unless improved facilities and a 
more efficient system are provided, this inadequacy wil] become more 
acute under the pressure of a rapidly growing population. Physica] 
losses of grain from rodents, insects, and related damages were esti- 
mated at nearly 8 percent of the total grain consumed in 1960, for an 
estimated value of $10 million. The new system is expected to reduce 
these losses by 50 percent. 
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AGRICULTURE—WATER AND IRRIGATION—$22.1 MILLION 


Peru. $8.6 million 40-year 34-percent loan of February 9, 1962. Loan 
number 527-H-022. Borrower: Government of Peru. This loan is 
to help finance local costs of improving Lima's water and sewerage 
system. The foreign exchange costs of the project are to be met with 
a companion Export-Import Bank loan of $6.5 million announced at 
the same time. 

The project involves laying about 600 miles of water mains and more 
than 25 miles of sewer pipe with ancillary reservoir, meterage, and 
storage equipment. The project will serve to rehabilitate and expand 
Lima’s present water system, one that has not been enlarged since 1920. 
The new system will remedy present deficiencies in the water and 
sewerage system. Since Lima contains much of Peru's total economic 
and industrial enterprise, completion of the project will make a vital 
contribution to Peruvian national growth and well-being. 


Thailand, $11.1 million 30-year 3-percent loan of May 31, 1962. Loan 
number 493-H-010. Borrower: Government of Thailand. The loan 
will help cover foreign exchange and local costs of three irrigation 
system projects in northern and northeastern Thailand. Two of the 
projects are in the Mekong River Basin (on the Lam Pra Plerng 
River near Korat and the Lam Pao River near Kalasin in the heart 
of the northeast region) while the third (on the Me Tang River) is 
near the Burmese border in extreme northern Thailand. 

The project to be financed with the proceeds of this loan are key 
segments of the Thai program for developing presently depressed 
areas. By providing flood control and continuous irrigation for 118,- 
000 acres of farmland, the projects will lead to an increase in both 
rice and upland crop production. 


Tunisia, $2.4 million 40-year 34-percent loan of December 18, 1961. 
Loan number 664-H-012. Borrower: Government of Tunisia. The 
loan will assist in financing foreign exchange costs of equipment, 
materials, and services required to increase the dependable water sup- 
ply for Tunis and its suburbs. It will help construct a 2,800,000- 
cubic-meter regulating reservoir and the installation of related facili- 
ties, including principally a filtration plant. The cost of this project 
is $1,547,000 of which this Joan will finance $800,000. The remainder 
will be provided by the Government of Tunisia. 

The loan will also assist in financing foreign exchange costs of equip- 
ment, materials, and services required to increase the water supply for 
Sfax and its suburbs. It will help expand the capacity of the Sbeitla- 
Sfax main waterline to 3,600 gallons per minute and will improve and 
extend the water distribution system in and around Sfax. The cost 
of this project is $1,428,000 of which this loan will finance $600,000. 
The remainder will be provided by the Government of Tunisia. 
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Finally, the loan will assist in financing foreign exchange costs of 
equipment, materials, and services required to install wells, an elec- 
trical-distribution system, a pumping system, regulating basins, a 
water-distribution system, and land-development works necessary to 
provide irrigation for approximately 3,400 acres of land in the Cape 
Don Peninsula. The cost of this project is $2,070,000 of which this 
loan will finance $1 million. The remainder will be provided by the 
Government of Tunisia. 


FEASIBILITY STUDIES—-$9 MILLION 


Bolivia, $6 million 40-year 34-percent loan of June 8, 1962. Loan 
number 511-H-010. Borrower: Government of Bolivia. This loan 
will assist in financing costs of economic and engineering studies to 
determine the technical and economic feasibility of specific develop- 
ment projects in Bolivia. The proceeds of the loan will be used to 
finance contracts with U.S. firms for studies of specific projects. The 
projects will include economic and social matters, including road 
construction, agriculture, industry, mining, petroleum and natural 
gas, and power. 

The loan will help to overcome deficiencies in the supply of tech- 
nical skills in Bolivia; these skills are required to make effective and 
adequate studies of development project needs. By providing financ- 
ing for the services of technicians, tlre loan will speed up the pre- 
paratory process. It should place Bolivia in position to submit com- 
plete applications for projects designed to stimulate economic growth 
and diversification. 


Peru, $3 million 40-year 34-percent loan of June 8, 1962. Loan num- 
ber 527-H-023. Borrower: Government of Peru. This loan is to 
assist In financing foreign exchange and local currency costs of feasi- 
bility studies of priority development projects in Peru. The projects 
to be studied include activities in many social and economic fields, in- 
cluding water and sewerage, irrigation, highways, railroads, ports, 
and small powerplants. 

The financing made available by this Joan will help to remedy a 
serious obstacle to accelerated investment in Peru, i.e., the present in- 
ability of Peru to complete and finance economic and engineering 
studies needed to formulate development projects. The loan is ex- 
pected to generate the information and data needed to underlie ap- 
plications for assistance from major external lending institutions. 
The loan will also assist in the long run by training Peruvians in the 
correct procedures and methods of economic development planning 
and investment. 


COMMUNICATIONS— $2.2 MILLION 


China (Taiwan), $5.2 million 40-year 34-percent loan of February 
9, 1962. Loan number 484-H-026. Borrower: Government of the 
Republic of China. The loan is to be used by the Taiwan Telecom- 
munications Administration (an agency of the Republic of China). It 
will help improve telephone service in three large commercia] and in- 
dustrial centers. The project includes installation of 41,500 terminals 
of automatic equipment in 17 exchanges, conversion of selected manual 
service to dial operation, expansion of telephone exchanges, and the 
provision of power-supply packs, meters, and related equipment. 

Telephone installations in Taiwan suffered heavy damage in World 
War II. At the present time, the use of telephones is restricted, with 
virtually no applications for new service being accepted. The need 
for improvement is especially great in the three major industrial areas 
around Taipei, Taichung, and Kaohsiung. Three more effective com- 
munications systems will result in greater abilities on the part of 
industries to meet the country's market and business needs. Rather 
than household subscriber needs, the project is designed primarily to 
satisfy commercial and business requirements. 


NONPROJECT LOAN&8—$501.5 MILLION 


Argentina, $20 million, 15-year 314-percent loan of February 17, 1962. 
Loan number 510-H-005. Borrower: Government of Argentina. 
This loan finances exchange costs of essential imports into Argentina. 
All goods, materials, equipment, and services financed with loan 
proceeds are to be procured from U.S. sources. 


Brazil. $14.5 million 40-year 34-percent loan of November 16, 1961. 
Loan number 512-H-004. Borrower: Banco do Brasil, S.A. The 
purpose of this loan— released in stages since November 1961—is to 
provide assistance to the Brazilian Government's program of promot- 
ing economic and social progress under conditions of financial sta- 
bility. These objectives are an essential part of the Alliance for 
Progress concept, as expressed in the Charter of Punta del Este. The 
proceeds of the loan will be used to help Brazil finance essential im- 
ports from the United States. 

The loan is in implementation of financial agreements concluded be- 
tween the United States and Brazil in May 1961. At that time, the 
United States announced $338 million of new credits (accompanied by 
new credits from other governments, private sources, and inter- 
national financial institutions). Up to $100 million is to be provided 
from resources available through AID. 


China (Taiwan), $20 million 40-year 34-percent loan of June 12, 1962. 
Loan number 484-H-029. Borrower: Government of the Republic 
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of China (Taiwan). This loan will be used to finance imports from 
the United States of essentia] industrial commodities and equipment. 
These items will relate to the expansion of Taiwan's industrial and 
investment activity. U.S. assistance to Taiwan's accelerated develop- 
ment program is keyed to a series of self-help measures pledged by 
the Republic of China Government in 1960. In fiscal 1962, major 
assistance to Taiwan for essential imports was shifted from a grant to 
a loan basis. 

The commodities to be procured include electrodes, hides and 
leather, zinc and lead, sulphur, rubber, pulp, iron and steel, chemicals, 
machinery, and spare parts, which will be of direct and indirect bene- 
fit to private enterprises in China and to the overall Chinese develop- 
ment effort. 


India, $200 million 40-year 34-percent loan of March 16, 1962. Loan 
number 386-H-055. Borrower: Government of India. The purpose 
of the loan is to assist in financing imports from the United States 
that are essential to India's development programs. 

AID financing of imports is based on the levels and types of imports 
that are required to further India's developmental efforts. Another 
factor is the assistance that was pledged by other free world nations 
in the course of special meetings during May and June 1961. 

Imports to be financed by this loan, a large part of which are for 
the private sector in India, include nonferrous metals, fertilizers, 
trucks and auto components, steel, machinery, synthetic rubber, tire 
cord synthetic yarn, dyes, drugs, plastic materials, tools, lubricants, 
and aviation fuel. 


Israel, $10 million 20-year 34-percent loan of December 18, 1961. 
Loan number 271-H-063. Borrower: Government of Israel. The 
loan will finance the acquisition and importation of capital equipment, 
materials, and related services by private industrial firms in Israel. 


Israel, $35 million 20-year 34-percent loan of June 29, 1962. Loan 
number 271-H-071. Borrower: Government of Israel. The loan 
will finance purchases of U.S. capital equipment materials, and serv- 
ices required in modernizing the Israeli economy, and purchases of 
U.S. raw materials and components for processing by Israeli in- 
dustries. 

Israel has been making rapid strides forward in its economic de- 
velopment. In the 5-year span from 1956 through 1960, total gross 
national product increased well over 50 percent. To maintain this 
rate, Israel requires heavy imports of investment goods, such as those 
financed by this loan. More than 95 percent of the new loan funds 
will be reloaned by the Government of Israel to private enterprises. 


Pakistan, $42 million 40-year 34-percent loan of June 29, 1962. Loan 
number 391-H-046. Borrower: The president of Pakistan. This 


loan will assist in financing foreign exchange costs of selected essential 
commodity imports. These imports are essential to the development 
of Pakistan's industrial, agricultural, and institutional sectors. 

The imports financed under this loan are needed for the achievement 
of productivity targets established in Pakistan's second 5-year plan. 
To realize this plan, the Government of Pakistan has begun liberaliz- 
ing import controls. Key industries will be able to import commod- 
ities required for plant operation at 100 percent of one-shift capacity. 
In the agricultural sector, Pakistan hopes to achieve self-sufficiency 
in agricultural products by 1965; this will require increase in food- 
grain production of 21 percent. To foster this productivity, it is 
essential to import fertilizers, pesticides, tractors, and other farm ma- 
chinery that is available in sufficient quantity only from abroad. 


Pakistan, $90 million 40-year 34-percent loan of June 29, 1962. Loan 
number 391-H-039. Borrower: The Government of Pakistan. The 
loan will assist in financing foreign exchange costs for imports to 
Pakistan of iron and steel. These items are required from January 1, 
1962, and will carry forward Pakistan's second 5-year plan. 
Although it had virtually no industry at the time of gaining inde- 
pendence 15 years ago, by 1960 Pakistan's industrial output was 
generating 14 percent of the gross national product. Since that time, 
strong needs have arisen for iron, steel, machinery, and raw mate- 
rials, mainly to supply industrial plants. These imports—including 
pig iron, steel billets, sheets, plates, wire, structurals, rounds, and pipe 
strips—are essential to the furtherance of Pakistan's economic 
development. 
Tunisia, $10 million 40-year 34-percent loan of May 4, 1962. Loan 
number 664-H-011. Borrower: Government of Tunisia. The loan 
vill assist in financing foreign exchange costs involved in procuring 
essential commodities from the United States, and transporting 
those commodities on U.S. flag vessels. The local currency generated 
by the loan will provide, as part of the economic development pro- 
gram, needed support for agriculture, forestry, transportation, manu- 
facturing, service activity, and community development. 
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APPENDIX II 
AID Advisory Committees 
(as of June 30, 1962) 


ADVISORY COMMITTEE ON ECONOMIC DEVELOPMENT 


Epwarp Mason: Dean, Graduate School of Public Administra- 
tion, Harvard University, chairman. 

Max MirrikaAN: Director, Center for International Studies, Mas- 
sachusetts Institute of Technology. 

Vincent Barnetr: Director. Institute of Development Economics, 
Wilhams College. 

EmiLe Despres: Director, Research Center in Economic Growth, 
Stanford University. 

Lucian Pre: Professor of Political Science, Center of Interna- 
tional Studies, Massachusetts Institute of Technology. 

Lrioyp Rrvworps: Director, Center for Quantitative Study on 
¿conomic Structure and Growth, Yale University. 

Ebwix Youne: Dean of the College of Letters and Science, Uni- 
versity of Wisconsin. 

Horis CHENERY: AID Headquarters, secretary. 
Two-day monthly meetings are held to review AID economic 

policies and to advise on research, 


DEVELOPMENT LOAN COMMITTEE 


Fow er Hamnros*: AID Administrator, chairman. 

Haroro F. Linper: Chairman of the Board of Directors of the Export- 
Import Bank of Washington. 

GRIFFITH G. JonNsoN: Assistant Secretary of State for Economic 
Affairs. 

Joux M. Leppy: Assistant Secretary of the Treasury dealing with in- 
ternational finance. 

SEYMOUR M. Peyser: AID Headquarters, secretary. 
Meetings are held on an average of twice a month to establish 

standards and criteria for development lending operations. 


*David E. Bell became Administrator in December 1962. 
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U.S. PUBLIC ADVISORY STAFF 


DerLev W. Bronk: President, The Rockefeller Institute. 

Harrison Scorr Brown: Professor of Geochemistry, California In- 
stitute of Technology. 

Ropert ALAN CHARPIE: Director, Advanced Projects Research, Union 
Carbide Co. 

FnREpERICK H. Harsison: Director, Industrial Relations Section, 
Princeton University. 

J. GEORGE Hannan: President, The Rockefeller Foundation. 

ALLAN R. Hotmpera: Professor of Anthropology, Cornell University. 

WriLLIAM A. W. Kress: Vice President, Arthur D. Little Co. 

Isapor Losin: Economic Consultant, 20th Century Fund. 

Warsu McDermorr: Chairman, Department of Public Health and 
Preventive Medicine, Cornell University. 

Max MILLIKAN: Director, Center of International Studies, Massa- 
chusetts Institute of Technology. 

RoBerT Swain Morison: Director for Medical and National Sciences, 
The Rockefeller Foundation. 

ARTHUR T. Mosurn: Council on Economic and Cultural Affairs, Inc. 

Frank Press: Professor of Geophysics, California Institute of 
Technology. 

Istpor I. Rasr: Professor of Physics, Columbia University. 

Thomas J. Watson: President, International Business Machines, Inc. 

JERROLD RINACH ZACHARIAS: Professor of Physics, Massachusetts In- 
stitute of Technology. 

Leona BAUMGARTNER: AID Headquarters, Secretary. 


Meetings held whenever required by the Executive Director of the 
Science Conference Staff preparing materials for the U.N. Conference 
on the Application of Science and Technology for the Less-Developed 
Areas, to be held in Geneva in February 1963. 


LABOR ADVISORY COMMITTEE 


ANTHONY LucHrk: Professor of Labor Education, University of 
Wisconsin. 

JosEPH P. O’DoNNELL: Executive Director, Trade Union Program, 
New York State. 

Maurice F. NeureLD: Professor of Industrial Labor Relations, Cor- 
nell University. 

STANLEY RUTTENBERG: Director, Department of Research, AFL-CIO. 

SvLviA GorrLIEB: Assistant to the President, Communications Work- 
ers of America. 

Frep K. HorHLER, Jr.: Director, Labor Program Services. 

LawRnENCE RocIN: Director of Education, AFL-CIO. 
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DonaLb S. BrarrIE: Executive Secretary, Railway Labor Executives’ 
Association. 

ANTHONY G. WEINLEIN: Director of Education and Research, Build- 
ing Employees National Union, AFL-CIO. 


Three or four meetings are held annually to advise on labor educa- 
tion and industrial relations. 


ADVISORY COMMITTEE ON VOLUNTARY FOREIGN AID 


CnarLes P. Tarr: Lawyer, Cincinnati, Ohio. 

WiLLiAM Barr: Retired Business Executive and Government Official. 

Margaret Hickey: Contributing Editor, Ladies Home Journal. 

Uco Canvusri: Retired Lawyer. 

LeEsstina RosENwaALp: Chairman, Rosenwald Fund. 

J. Encar Ruoaps: President, J. E. Rhoads & Sons, Wilmington, Del. 

Erwont R. Torn: President, Gersbach-Wacker Company. 

JAMES T. NicHorsoN: Retired Executive, American National Red 
Cross. 

Raymonp McCoy: Dean, Graduate School, Xavier University, Cin- 
cinnati, Ohio. 

GORDON Cairns: Dean, College of Agriculture, University of Mary- 
land. 

WiLiriam H. McCarron: AID Headquarters, secretary. 


No less than two meetings are held annually to correlate Govern- 
ment aid programs with those of voluntary aid agencies. The commit- 
tee accredits American voluntary groups in foreign aid activities and 
offers guidance in the appropriate use of voluntary contributions for 
foreign aid. 


COOPERATIVE ADVISORY EXPERIENCE 


JOHN C. SATTERFIELD: President, American Bar Association. 

Murray D. LincoLN : President, Cooperative League of the U.S.A. 

Homer L. Brink ey: Executive Vice President of National Council of 
Farmer Cooperatives. 

M. W. Tharcuer: President, National Federation of Grain Coopera- 
tives. 

CHARLES SHUMAN: President, American Farm Bureau Federation. 

JAMES Patron: President, National Farmers Union. 

HirscHEL Newsom: President, National Grange. 

Watrer Revutner: President, United Auto Workers, Vice President, 
AFI-CIO. 

R. C. Morean: President, Credit Union National Association. 

Leon Krysertine: Economic Consultant, Washington, D.C. 

Gerrit VANDER Enpe: President, National League of Insured Sav- 
ings Associations. 


BisHoP Epwanp E. SwANsTROM: Chairman, Executive Committee of 
the American Council of Voluntary Agencies for Foreign Service. 

CLYDE T. ELLIs: General Manager, National Rural Electric Coopera- 
tive Association. 

Hersrrr J. Waters: AID Headquarters, secretary. 


Meetings are held at the call of the AID Administrator to exchange 
experiences and knowledge on programs of cooperatives. 


AD HOC ADVISORY COMMITTEE ON FERTILIZER 
PROCUREMENT 


Jorn C. BENNETT: Group Manager of Phosphates & Nitrogen Prod- 
ucts, American Cyanamid Co., Princeton, N.J. 

Porter Brinton: President, Hydrocarbon Products, New York, N.Y. 

Epwakp W. GAMBLE, Jr.: Vice President of Washington Office, Mon- 
santo Chemical Co., Washington, D.C. 

EarL GETTINGER: President, Woodward & Dickerson, Inc., Philadel- 
phia, Pa. 

Joun W. HarL: President, Potash Company of America, Denver, Colo. 

Lronarp Linton: Vice President, Central Resources Corp., New York, 
N.Y. 

WiLLIAM F. Price: Vice President, Swift and Co., Chicago, 111. 

W. E. SHELBURNE: President, Armour Agricultural Chemical Co., 
Atlanta, Ga. 

U. S. Ten Exckz: President, Interore € Fertilizer Corp., New York, 
N.Y. 

NeLsoN Post: AID Headquarters, Secretary. 


Meetings are held at the call of the AID Administrator to review 
proposed AID procurement policies and practices, The committee 
is not requested to offer any advice on proposals that might touch areas 
in which members of the committee or their firms have interest. 


SUBCOMMITTEE OF THE FOREIGN EXCHANGE 
COMMITTEE OF NEW YORK BANKS 


Joann L. O'Harronaw : Vice President, Manufacturers Trust Co. 

FRANK SAUTER: Assistant Vice President, First National City Bank. 

Vincent G. Porrer: Assistant Vice President, Morgan Guaranty 
Trust Co. 

Ernest D. Saaw: Assistant Vice President, Irving Trust Co. 

ARTHUR C. Krymer: Vice President, Chemical Bank New York Trust 
Co. 

E. G. Grimm: Assistant Vice President, Bankers Trust Co. 

MiLTON S. Coe: Assistant Vice President, Chase Manhattan Bank. 

Epwagp Tennant: AID Headquarters, AID Liaison 


This group meets at the request of AID or on its own initiative. It 
advises AID on foreign exchange matters and on methods of financing 
the foreign assistance program through the U.S. banking system. 


CITIZENS' COMMITTEE FOR THE ALLIANCE 
FOR PROGRESS 


Ernest ARBUCKLE: Dean, Graduate School of Business, Stanford 
University. 

Emio CorrApo: Director, Standard Oil of New Jersey. 

Mitton Etsennower: President, Johns Hopkins University. 

Frep For: Director, Kroger Co. 

JOHN GALLAGHER: Vice President, Sears, Roebuck & Co. 

ALBERT HirscuMaNn: Professor of Economics, Columbia University. 

EpcAn Kaiser: President, Kaiser Industries Corp. 

CLARK Kerr: President, University of California. 

O. A. Kuiarrr: President, International Federation of Petroleum 
Workers. 

Murray LincoLN: President, Nationwide Insurance. 

Max MiLLIKaAN: Director, Center for International Studies, Massa- 
chusetts Institute of Technology. 

Joun D. F. Moore: Vice President, W. R. Grace and Company. 

THeEoporE ScuuLrz: Chairman, Department of Economics, University 
of Chicago. 

KALMAN H. SiLyERnT: Department of Government, Dartmouth College. 

GEoncE Woops: Chairman, Board of Directors, First Boston Corpora- 
tion. 


AID COORDINATION ADVISORY GROUP 


JEFFREY C. Kitcuen: Deputy Assistant Secretary, Department of 
State. 

WinLLiAM P. Bunpy: Deputy Assistant Secretary, Department of 
Defense. 

Rear Adm. Harry Situ: Joint Chiefs of Staff, Department of 
Defense. 

KENNETH Hansen: Assistant Director, Bureau of the Budget. 

RonrnT W. Komer: Consultant, White House. 

Hortis CHENERY: AID Headquarters, Secretary. 


Meetings are held whenever necessary to advise on content and to 
consider draft reports. 


INTERAGENCY COMMITTEE ON COMMUNITY 
PARTICIPATION 


RonsEnT CLARK: Department of Agriculture. 

Miss Berry West: Department of Labor. 

Miss Heten Riwar: Executive Secretary of National Council for 
Community Services to International Visitors. 


CuarLes E. JouNsow, Jr.: Census Bureau. 

Perer C. Loctens: Housing and Home Finance Agency. 

Noan N. Norman: Department of Health, Education, and Welfare. 
Cor. J. S. Harsison, USA: Department of Defense. 

Miss Donis FessLer: Department of Health, Education, and Welfare. 
GEORGE C. RuHLE: Department of Interior. 

Miss MARGUERITE SMITH: Federal Aviation Agency. 

A.J. WADDELL: United States Information Agency. 

Joan D. TreUx: Department of the Interior. 


Meetings are held once each quarter to offer guidance to committees 
extending hospitality to short-term foreign students. The committee 
also prepares educational materials interpreting U.S. cultura] re- 
sources to the foreign visitors. 


STEERING COMMITTEE ON RURAL DEVELOPMENT 


CurrrorD M. Harbin: Chancellor, University of Nebraska. ` 

C. CLEMENT FRENCH: President, Washington State University. 

AurreD M. Boyce: Dean of Agriculture, University of California, 
Riverside. 

Roy L. Lovvorn: Director Research, North Carolina State College. 

Jon W. Hicks: Assistant to the President, Purdue University. 

Waard W. CocHRANE: Director Agricultural Economics, Depart- 
ment of Agriculture. 

GeraLp TICHENOR: Deputy Administrator, Department of Agricul- 
ture. 

Herman RoDENHISER: Deputy Administrator, Department of Agri- 
culture. 

SHERMAN E. Jonnson: Deputy Administrator, Department of Agri- 
culture. 

Lewis M. Roserts: Associate Director for Agricultural Sciences, 
Rockefeller Foundation. 

GLeNwooD L. Creech: Director, Division of Agriculture, W. K. 
Kellogg Foundation. 

Erven J. Lone: AID Headquarters. 

LYALL E. PETERSON: AID Headquarters. 

J. L. MonniLL: Director, Overseas Development Program, Latin 
America and Caribbean, The Ford Foundation. 

JouN R. Camp: Executive vice president, American International 
Association. 

Teoporo Moscoso: AID Headquarters, secretary. 
Meetings will be called by the Assistant Administrator for Latin 


America, AID. Members will coordinate U.S. agricultural assistance 
for the Alliance for Progress. 
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UNITED STATES OF AMERICA 


Presidents Letter of Transmittal 


To the Congress of the United States 


This report demonstrates the remarkable progress made in strength- 
ening our foreign assistance programs and policies since 1961. 

The 1961 Act for International Development called for major 
changes in the operation and emphasis of these historic programs. 
For more effective direction, the activities of several agencies were 
brought together under the Agency for International Development. 
New guidelines were laid down for our aid programs as part of the 
bold effort to make the 1960's the Decade of Development. 

This report. for fiscal 1963 shows clearly the ways in which these 
new guidelines are being translated into concrete programs. They 
provide the foundations for the lean, tightly-managed aid program 
we plan for fiscal 1965. I want to call your attention particularly, 
therefore, to some significant features of this report which mark our 
progress during 1963 toward basic and continuing objectives of our 
foreign assistance policy. 


Interest-Bearing Loans Replace Grants 

As the 1961 Act directed, interest-bearing loans have replaced 
grants as the chief mechanism for assistance. Loans represented 57 
percent of AID’s commitments during fiscal 1963—the highest pro- 
portion in the history of the fcreign assistance program. 


Aid Is More Selective 


Our aid became increasingly selective and concentrated in fiscal 
1963—a trend that has since been accelerated. Eighty percent of all 
economic assistance funds authorized that year were for just twenty 
countries. Sixty percent of total military assistance went to just nine 
key countries. 


Aid to Latin America Increases 


To increase the impact of the Alliance for Progress, our aid to Latin 
America was sharply stepped up in fiscal 1963, reaching 23 percent 
of world-wide commitments, compared with 18 percent the preceding 
year and an average of only 2 percent from 1948 to 1960. 


New Policies Protect the Dollar 


Policies designed to protect our balance of payments produced major 
results in fiscal 1963—a dramatic jump in the purchases of U.S. 
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products. U.S. producers supplied 78 percent of all AID-financed 
commodities during the year, compared with 63 percent the preceding 
year, and less than 50 percent in earlier years. 


Increased Participation by U.S. Industry 


Under these policies U.S. business and industry exported $855 
million in AID-financed goods and equipment to Asia, Africa and 
Latin America during the year, and American shipping firms were 
paid about $80 million to carry AID-financed commodities to their 
destinations in the less-develcped countries. These dollars meant 
more jobs for American workers. 

As a result of the same policy, U.S. ships carried more than 80 
percent of the total net AID-financed cargo that year, well in excess of 
the 50 percent required by the Cargo Preference Act. 


Private Organizations Play a Larger Role 


The 1961 Act also called for greater use of America's vast private 
resources in the battle against world poverty. During fiscal 1963, 
about one-fourth of all technical assistance was carried out not by 
AID personnel, but by American colleges, universities, business, pro- 
fessional firms, and service organizations on contract with AID. 

More than 70 of our colleges and universities were at work in 40 
countries under AID contracts, helping other people make progress in 
education, in health, in agriculture, in business and industry. 

During the year, there was a four-fold increase in cooperative pro- 
grams designed to help private citizens organize savings and loan 
institutions, credit unions, rural electric cooperatives, housing and 
farm credit co-ops. These programs that go right to the people have 
continued to grow. To expand this significant work, AID relied 
heavily on contracts with experienced private groups such as the 
Credit Union National Association, the National League of Insured 
Savings Associations, the Cooperative League of America, and the 
National Rural Electric Cooperative Association. 


Increased Emphasis on Private Enterprise 


In recognition of the fact that foreign investors helped build our 
own nation's economy and that private capital must do most of the 
job for the developing nations, we increased efforts to encourage 
American investment. in the less-developed countries. Twelve coun- 
tries signed investment guaranty agreements during fiscal 1963, bring- 
ing to fifty-five the number of less-developed countries participating 
in this successful program. 

This year, for the first time, AID guaranteed a substantial amount of 
new U.S. private dollar investment in development. banks organized 
to foster private enterprise in the less-developed countries. U.S. in- 
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vestors applied for guaranty coverage totaling $32 million for new or 
additional investments in such banks. 


Significant Savings by Improved Management 

Fiscal 1963 saw the beginning of significant economies in the man- 
agement of aid programs by the Agency for International Develop- 
ment. Economies made in that year included savings of more than 
$900,000 by centralized purchase of DDT, $1,200,000 during the first 
six months of the fiscal year alone through tighter travel policies and 
regulations, and $34 million seved through an aggressive program to 
use Government-owned excess property in overseas projects. 


Economic Aid to Europe Terminated 


Major assistance to Europe under the Marshall Plan had ended by 
the mid-fifties, but a few smaller supplemental programs continued 
during the years after. Fiscal 1963 saw the last economic assistance 
commitment for Europe: a single grant of $125,000 authorized to 
finance the closing out of prior activities in Yugoslavia. 


Finally, let me point out this. It is particularly appropriate that 
the same year which marked the termination of the historic and suc- 
cessful Marshall Plan for Europe was also the year in which our ef- 
forts in the less-developed countries began giving unmistakable evi- 
dence of success. 

With our help, developed countries like Britain, France and Japan 
recovered from the war rapidly and were soon in a position to give 
rather than receive assistance. But when we first extended America’s 
helping hand to the less-developed countries a decade ago, there 
was no such promise of rapid results. We knew it was right and neces- 
sary to help these poorer countries to a better life if we were to pre- 
serve our own good life and expand the family of the free. But only 
recently cóuld we be certain that it was practical and only recently 
have been able to see with our eyes the proof of our earlier vision. In 
fiscal 1963, for the first time, it became unmistakably clear that coun- 
tries like Free China were ending their dependence on AID and that 
others would follow. 

We know today that the progress in controlling diseases that have 
sapped men's strength to build and to work, the steady expansion of 
educational opportunities, the slow but persistent increase in national 
income and output in the countries we have aided are leading to fur- 
ther successes. We know that if our goal is still distant, our course 
is true. 


October 8, 1964. 


TABLE OF CONTENTS 


Page 
Letter of Transmittal............................... " 
I. Perspective on Àid................................. 1 
II. Summary of the Fiscal Year 1963 Program............ 6 t$ 
III. Private Enterprise................................. 11 
IV. Material Resources................................. 16 
V. Military Assistance................................ 22 y 
VI. Alliance for Progress............................... 26 
VII. Near East and South Asia.......................... 42 
VEN. Tar Bast citi ciar io 58 
> Arie ran S iret Dos 66 
X. Other Free World Assistance........................ 79 


AID Advisory Committees.......................... 81 


CHAPTER I. PERSPECTIVE ON AID 


World War II was followed by an era of unrest and uncertainty. 
An old order had collapsed and in the search for a new one, the free 
world was faced with threats that were infinitely more precise than 
its hopes. 

Western Europe and Japan were in ruins. Asia, Africa, and 
Latin America were swept by a wave of nationalism; half a hundred 
new nations were to move rapidly toward political independence. 

Confronted by the war's destruction, the threat of Soviet aggres- 
sion and subversion, and the aspirations of new and fragile nations, 
there emerged under American leadership an unprecedented initiative 
for constructive action toward a new order of peaceful, free, and in- 
dependent nations. 

The United States programs of economic and military assistance 
were at the heart of this initiative for peace. Through the Marshall 
Plan we provided the margin of men, money, and material that our 
European allies needed to get back on their own feet. Through mili- 
tary assistance programs, we provided the extra arms and additional 
training that free nations needed to defend their independence. 
Through economic assistance under AID and its predecessors, we 
have helped the people of Asia, Latin America, and Africa move 
toward a better life under freedom. 

In the beginning there were no blueprints, no measuring sticks, 
no record of achievement, and no one to help the United States with 
the burden. The task was formidable, the outcome unsure. But the 
alternatives were clear and inadmissible. 

At the close of fiscal 1963 we continued, as President Kennedy 
said, “to live in a most dangerous time." "There remained great prob- 
lems, great risks, and no guarantee of ultimate success. But after 15 
years of patient, persistent effort, the free world could also point to 
substantial gains—gains that might have seemed too much to hope 
for when our assistance programs began in the chaos that followed 
World War II. 


15 Years of Growth 
The free world's defenses were stronger, and that strength was 


broadly shared. 


In 1948, the defense of the free world depended almost 
entirely on one country : the United States. 


742-162 O—64———2 1 


By 1963, the Western European NATO nations were 
maintaining defense budgets of $18.5 billion, backstopped 
by strong, growing economies. In 11 countries on the rim 
of the Sino-Soviet bloc, from Greece to Korea, the for- 
ward defense lines of the free world were manned by 32 
million soldiers in national armies the United States 
helped to train and equip. 


Economic growth in the free world had been stimulated and sus- 
tained by a flourishing family of international institutions. 


In 1948, the 57-member United Nations sent its first 
technical assistance mission to an underdeveloped nation and 
approved a budget of $300,000 for such work. 

By 1963, 9 out of 10 employees of the 111-member 
United Nations were engaged in economic programs. The 
budget for the U.N. Technical Assistance Program and 
Special Fund alone reached $131 million. In addition, 
multinational attacks on the problem of malaria, hunger, 
and illiteracy were being carried on by other U.N. special- 
ized agencies such as the World Health Organization and 
the Food and Agriculture Organization. 

In 1948, the American dollar and the Swiss franc were 
the only commercially important convertible currencies in 
the world and it was necessary to hold in abeyance the strict 
rules of the International Monetary Fund on exchange con- 
trols. 

By 1963, the currencies of all major trading nations 
were convertible and most free world nations were main- 
taining exchange rates within 1 percent of parity. Fifty- 
two developing countries were members of the Fund, with 
17 others in the process of accepting its rules on inter- 
national fiscal responsibility. 

In 1948, the General Agreement on Tariffs and Trade 
went into effect, but most of its 22 members had to use import 
quotas to offset the effect of tariff reductions negotiated under 
the Agreement. 

By 1963, 62 nations had become parties to the General 
Agreement. The industrialized nations had abandoned 
import quotas and free world trade had risen under the 
Agreement from $114 billion to $279 billion. 

In 1948, the World Bank was the only important inter- 
national lending agency and had made loans of $525 million 
mostly to industrialized countries. 

By 1963, the World Bank's loans had reached almost 
$7 billion, most of which went to the developing countries. 
The less-developed countries also had access to new inter- 


national sources of long-term development credit such as 
the International Development Association and the Inter- 
American Development Bank. 

In 1948, neighboring nations were engaged in cutthroat 
competition for trade and investments and did little to assist 
each other. 

By 1963, a network of regional economic associations 
had been created including the Colombo Plan, the Alli- 
ance for Progress, and the Organization for Economic 
Cooperation and Development. Common markets were 
being formed in Europe and Latin America. 


Sharing the Burden 

As the developed countries recovered from the war, and the first 
of the underdeveloped countries moved toward economic self-support, 
the channeling of aid from the rich to the poorer nations became the 
common concern of the free world, rather than the sole burden of 
the United States. 


In 1948, the United States was the free world's only im- 
portant source of aid for recovery or development. 

By 1963, 17 free world countries other than the United 
States (many of them former recipients of U.S. economic 
aid) were contributing $2.5 billion annually through their 
own bilateral aid programs. International agencies such 
as the World Bank, the United Nations, and the Inter- 
American Development Bank were providing another $1.2 
billion and the total flow of aid from the rich to the poor 
nations of the free world reached $8.4 billion. Developed 
countries other than the United States were also provid- 
ing from 45,000 to 50,000 technical assistance personnel in 
the less-developed countries. 


The Self-Help Record 


This free world aid effort has grown in response to an unparalleled 
effort by the developing countries themselves to break out of the cen- 
turies-old cycle of poverty and stagnation. For every dollar of U.S. 
assistance, for example, the 20 major U.S. aid recipients in Asia, 
Africa, and Latin America were allocating an average of $7 for devel- 
opment from their own limited resources in 1963. 

The U.S. aid contribution in 1963 represented about six-tenths 
of 1 percent of our gross national product. Our average per capita 
GNP was about $3,000 a year. The developing countries’ own con- 
tribution represented about 13 percent of GNP in countries where per 
capita GNP averaged about $145 a year. 

There is no better measure of the drive for development than the 
willingness shown by the less-developed countries during the past 
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decade to wrest savings for investment in education, in health, in 
agriculture, in industrial development from national budgets still 
perilously close to the level of bare subsistence. 

By 1963, the spectacular recovery of Western Europe and Japan 
were old history and achievements beyond question. And by 1963 the 
first clear achievements were visible in the arduous struggle of the 
less-developed countries to reach the stage of self-sustaining growth. 


The Measure of Progress 


In the years since 1950, the less-developed countries of Asia, 
Africa, and Latin America have: 


Increased total production at an average of over 4 per- 
cent & year; 

Increased industrial output an average of 8 percent an- 
nually (except in Latin America, where the average was 6 
percent) ; 

Increased the value of their exports from $19 billion in 
1950 to $29 billion in 1962, despite declining world prices for 
primary products. 


In agriculture, the majority of the less-developed countries had 
begun programs of land reforms, land reclamation, and crop improve- 
ment. During the period 1951-61, harvest areas in Asia, Africa, and 
Latin America expanded by almost 100 million acres. 

Since 1958, the less-developed countries had increased their in- 
vestment in education an average of 15 percent annually. Enrollment 
in elementary and secondary schools has increased steadily over the 
past 5 years prior to 1963; in some countries it tripled. 

In health, cholera and malaria were being brought under control : 


Reported cases of cholera dropped from 211,943 in 1950 
to 32,827 in 1960, and deaths were reduced from 130,481 to 
12,806 in the same period. 

By 1963, half of the 1.4 billion people living in malarious 
areas of the underdeveloped world were protected by malaria 
eradication programs. For more than 300 million of these 
people, the threat of malaria has been eliminated. 


In 1963, AID made a study of 26 countries in Asia, Africa, and 
Latin America where economic development has been the major objec- 
tive and U.S. economic aid has been substantial. These were the 
results for the most recent period of 5 years or more: 


In two-thirds of the 26 countries, agricultural growth 
had kept pace with or exceeded population growth. (In the 
free world as a whole, food output per capita rose 15 percent 
between 1950 and 1960, compared with a decline of 4 percent 
for the Communist bloc.) 


Nine of the countries had achieved a per capita annual 
economic growth rate of at least 2 percent and a growing 
self-sufficiency in capital. An early end to the need for exter- 
nal aid seemed possible in as many as eight of these. 

Another 10 countries showed annual per capita growth 
rate of 1.5 percent or better, with a continuing need for ex- 
ternal aid. 

Only 7 of the 26 countries (largely in Latin America) 
failed to average & per capita economic growth rate of 1.5 
percent ; in 4 of these the rate of economic growth fell below 
the rate of the population increase. 


A Continuing Challenge 


The 1960's have been called the *Decade of Development," not 
because the job will be completed by 1970, but because this is the 
decade in which a full-scale attack on the problem of world poverty 
has been firmly and finally mounted. 

Much remains to be done. The list of 26 countries where a pat- 
tern of progress toward self-support is evident does not include coun- 
tries like Vietnam where survival must still be secured before develop- 
ment can begin. It does not include the newly independent African 
nations where the first steps toward development are just being taken. 

Although income and output advanced faster than population in 
most of the 26 countries, in 4 of these they did not and the problem of 
population growth remains a matter of great concern. In general, 
industrial output has proven easier to accelerate than farm produc- 
tion, and in countries where most people still make their livings from 
agriculture, this presents a challenge that cannot be ignored. There 
are major problems in the world trade area, and no aid program can 
be fully effective unless a country can get into a position in which it 
can support itself through normal trade. 

None of these problems will be easy to solve, and all of them 
must be met in the face of a continuing, implacable Communist effort 
to do something else with the world than what we are attempting. 

Our experience to date does not guarantee victory. But it does 
demonstrate that victory is possible, that the tools we have acquired 
are good tools, that the development of the free world at an accelerated 
paco is possible. 

Tn the brief period since World War IT, the nations of the non- 
Communist. world have made significant breaks in the centuries-old 
cycle of misery and despair and given substance to the dreams of more 
than a billion people for a better life in freedom. The pace will vary 
from one country to another, but the direction is clear. Growth has 
begun. 


CHAPTER II. SUMMARY OF THE FISCAL 
YEAR 1963 PROGRAM 


During fiscal year 1963 the United States committed a total of 
$4,030,632,000 for programs of economic and military assistance under 
the foreign assistance act. 

One-third of this, or $1.6 billion, represented commitments for 
the Military Assistance Program administered by the Department of 
Defense. About sixty percent of total military assistance went to 8 
key countries. The Military Assistance Program is summarized in 
chapter V of this report. 

Economic assistance commitments by the Agency for Inter- 
national Development totaled $2,432,032,000 for the fiscal year ending 
June 30, 1963. Seventy-two percent of these funds were authorized for 
just 20 countries where the United States maintained major programs 
of assistance. 

The balance was allocated to 62 countries and territories and to 
regional and international programs, including $148,686,000 in con- 
tributions to international organizations. 

The fiscal 1963 program continued to increase emphasis on assist- 
ance to Latin American development under the Alliance for Progress. 
AID commitments to Latin America totaled $556 million, or about 
23 percent of total commitments worldwide. In comparison, Latin 
America received about 18 percent of total commitments in fiscal 1962, 
and only 2 percent of total U.S. assistance between 1948 and 1960. 

The shift from grants to loans also continued during fiscal 1963. 
Loans represented 57 percent ($1,397,250) of AID's fiscal 1963 com- 
mitments, the highest proportion in the history of the foreign assist- 
ance program. 

Lending terms ranged from 20 to 40 years and from three-fourths 
of 1 percent to 315 percent interest, with grace periods of 4 to 10 years. 
( À breakdown of loan terms and purposes can be found in the regional 
reports in chapter VI-IX.) 

As aided countries approached the threshold of economic self- 
support, AID loan terms were hardened. For example, during fiscal 
1963 the interest rates on AID loans were raised to 2 percent for Israel, 
314 percent for Greece, and 31% percent for Taiwan, in recognition of 
the stronger economic position of all three countries and their growing 
ability to rely on conventional sources of external capital. 
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Total economic commitments, worldwide, for fiscal year 1963 by 
appropriation category were as follows: 


Development 1088! ............... $1, 287, 970, 000 
Development grants! .............. 357, 383, 000 
Supporting assistance. ............ 431, 225, 000 
Contingency fund . ................ 149, 196, 000 
Contributions to international organizations 148, 686, 000 
Administrative and miscellaneous ...... 51,512, 000 

Total economic .............. $2, 432, 032, 000 


t Including Alliance for Progress commitments. 


The Near East-South Asia region received the largest dollar au- 
thorization during the fiscal year—$947,156,000. Latin America was 
second with a total of $555,975,000. The Far East received commit- 
ments totaling $443,055,000, and a total of $261,113,000 was committed 
for assistance to Africa. 


FISCAL YEAR 1963 REGIONAL AID COMMITMENTS BY 
MAJOR CATEGORIES 


[Millions of dollars] 
Region Developrrent | Developrrent | Supporting Total 
loans grants ass stance ! 
Near East-South Asia.......... $779. 5 $56. 8 $110. 8 $947. 2 
Latin America................. 342. 8 108. 8 104. 4 556. 0 
Far Lado viaria oe ENS 67. 1 56. 9 318. 8 443. 1 
Africa........ MORE 98. 3 83. 5 43. 9 2261. 1 


! Includes contingency funds. 

? Includes $35 million from the contingency fund to finance commodity imports 
for the Congo (Leopoldville) through the U.N. Technical Assistance and Opera- 
tional Program in the Congo. 


REGIONAL EMPHASES 


The largest share of development loans, more than 60 percent 
of the worldwide total, was authorized for the Near East-South Asia 
region, where development loans made up more than 80 perce: t of 
total commitments for the fiscal year (details in regional chapt s). 

In the Far East, supporting assistance was the largest sing!e com- 
ponent of fiscal 1963 assistance. The Far East region accounted for 
more than 55 percent of all supporting assistance commitments world- 
wide (a further discussion of supporting assistance is contained in the 
chapter on the Far East). 

Fiscal 1963 commitments to Africa included a larger percentage 
of Technical Cooperation/Development Grant funds than any other 
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region. Obligations for technical assistance programs composed about 
a third of total AID economic assistance to Africa for the year. 

The only economic assistance commitment for Europe in fiscal 
1963 consisted of a single grant of $125,000 authorized under section 
617 of the Foreign Assistance Act to finance the closing out of prior- 
year activities in Yugoslavia. 


TECHNICAL COOPERATION 


AID technical assistance activities are financed by Technical 
Cooperation/Development Grant funds and carried out by direct- 
hire AID technicians, specialists from other Federal agencies, and 
experts from business, industry, universities, nonprofit service organi- 
zations, and other private groups with whom the Agency contracts. 

During fiscal 1963, AID committed a total of $357,383,000 in 
Technical Cooperation/Development Grant funds and employed some 
3,000 direct-hire technicians, plus 500 experts from other Federal 
agencies, and an additional 1,500 contract experts. 

The largest single field of activity, in terms of Technical Coopera- 
tion funds committed, was education, with worldwide commitments 
totaling $62,757,000. Food and agriculture was second, with $54,869,- 
000, and health and sanitation third, with a worldwide commitment 
of $37,667,000. 

More than 8,000 host country nationals were brought to the 
United States or sent to third countries for advanced, specialized 
training as part of AID technical assistance activities during the 
fiscal year. Of these, 6,000 came to the United States, and more than 
half of these were trained for work in just three fields: education, 
agriculture, and public administration. 

The largest number of *participants" brought to the United 
States for training during the year came from Latin America. The 
more than 2,300 participants from Latin America represented about 
10 percent of the worldwide total. Africa was second, with 1,221 
participants, or about. 20 percent of the total brought to the United 
States. 

PUBLIC AND PRIVATE RESOURCES 


During the fiscal year, AID increased its use both of other Federal 
resources and of experts from outside government for technical as- 
sistance. 

Some 474 of the direct-hire technicians serving with AID during 
the fiscal year were experts from other Federal agencies and offices such 
as the Department of Agriculture, the U.S. Bureau of Public Roads, 
and the Bureau of the Census. AID arranged for greater involvement 
of the Department of Agriculture in the planning stage of AID- 
assisted agricultural projects, and signed a new agreement with the 
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U.S. Coast and Geodetic Survey to provide experts for surveys in 
Latin America. 

AID increased its use of nongovernmental] contractors for tech- 
nical assistance. At the close of fiscal 1963, 69 American universities 
on contract with AID were working in 37 different countries, more 
thana third of them in the field of education. 

Working on contract with AID, the American Institute for Free 
Labor Development (AIFLD) carried out training in the United 
States and work in the field to strengthen non-Communist labor leader- 
ship in Latin America. The AIFLD is a nonprofit organization 
governed by a board that includes Latin America free labor leaders, 
AFL-CIO officials, and U.S. business and civic leaders. 

AID has leaned heavily on American cooperative and thrift orga- 
nizations for assistance in the development of cooperative institutions 
overseas, particularly in Latin America. At the close of fiscal 1963 
there were cooperative programs in effect in 48 nations, compared 
with 36 nations the preceding year, and global contracts were in effect 
for technical assistance by the Credit Union National Association, the 
Cooperative League of the U.S.A., the National Farmers Union, the 
National League of Insured Savings Associations, the Foundation 
for Cooperative Housing, the National Rural Electric Cooperative 
Association, and the International Cooperative Training Center. 


OPERATIONAL IMPROVEMENTS 


In administering the aid program, the Agency continued its 
emphasis on U.S. procurement of goods and services during fiscal 1963 
to minimize any adverse effect on the balance of payments. Asa 
result, 62 percent of total AID expenditures during the year went 
directly for U.S. goods and services, and 78 percent of the commodities 
purchased for development during the year were procured in the 
United States. 

The Agency for International Development was organized to 
place the major tools of economic assistance under a single roof and 
insure they were used effectively. The merger that produced the 
Agency combined predecessor organizations with different rules, 
different reporting and inspection procedures, different accounting 
systems, and different methods of doing business. During fiscal 1963 
the Agency undertook the Implementation Project, a major “house- 
keeping" operation which completely overhauled and unified its basic 
methods of doing business. 

Work began on a much-needed revision of “Regulation I,” the 
basic document covering AID-financed commodity procurement and 
the principal guide for U.S. business and industry in filling more than 
$850 million in AID-financed export orders in fiscal 1963. 
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Other improvements in operation have already produced clear sav- 
ings in the foreign assistance dollar. Centralized purchase of DDT 
for the malaria eradication program produced a saving of more than 
$900,000 in fiscal year 1963 by consolidating buying during the manu- 
facturer's period of slack production. Tighter travel policies and 
regulations imposed by AID saved $1,200,000 during the first 6 months 
of 1963 alone. AID saved $34 million through use of U.S. Govern- 
ment-owned excess property in its overseas projects during fiscal year 
1963. At a total cost of $6 million (for repair, handling, and trans- 
portation), AID acquired U.S. Government excess property originally 
valued at $40 million and with a current replacement value of over $50 
million. 

Major mission reorganizations were carried out during the year 
in Vietnam, the Republic of China, Jordan, and Pakistan. A regional 
controller staff was established in Greece to consolidate eight separate 
country operations with a financial saving of $300,000 a year. 

During the year, AID also increased emphasis on effective finan- 
cial control and accountability of the funds placed under its jurisdic- 
tion. More than 2,800 audit examinations were made at various sites 
in the United States and in the foreign countries in which AID oper- 
ates, by a staff of more than 1,600 full-time employees, including 1,100 
foreign nationals, engaged in controller-type activities. Audit cover- 
age approximated $2 billion of expenditures, a one-third increase over 
fiscal 1962 audit coverage. 

Finally, the Agency drew on the advice and counsel of 150 prom- 
inent citizens during the year, who served on 15 advisory committees. 
This included the Committee to Strengthen the Security of the Free 
World, appointed by President Kennedy and headed by Gen. Lucius 
D. Clay. The advisory committees, their membership, and their func- 
tions are listed in the appendix. 
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CHAPTER III. PRIVATE ENTERPRISE 


It is a continuing aim of the Agency for International Develop- 
ment to assist and encourage participation by American private enter- 
prise in the growth and progress of the underdeveloped countries of 
the free world. 

AID investment in education, in health, in agricultural extension 
services, and in basic capital such as irrigation, roads, and power 
development helps to lay the foundations for development. But as 
development proceeds, American private investment can be of very 
great support to the underdeveloped countries. 

Investment by private American companies supplies both capital 
and the know-how, management, and marketing skills needed to make 
the capital effective. 

During fiscal year 1963, AID continued to encourage American 
private enterprise in the developing countries through the investment 
guaranty program; by aiding in the creation and expansion of develop- 
ment banks and cooperatives; through local currency loans to private 
U.S. concerns abroad; through investment surveys to determine the 
practicality and feasibility of proposed overseas investments; and 
through pilot projects to stimulate greater interest on the part of 
American and foreign private business interests. Also in fiscal year 
1963, President Kennedy first proposed an incentive tax credit for 
U.S. firms investing in the developing countries. 


INVESTMENT GUARANTY PROGRAMS 


AID’s investment guaranty programs expanded in scope and in 
volume during fiscal year 1963. The Foreign Assistance Act of 1962 
increased the maximum allowable amount. of guaranties outstanding 
at any one time from $1 billion to $1.3 billion for specific risk coverage 
from $10 million to $60 million for extended risk coverage specifically 
for housing in Latin America. 

The investment guaranty programs operate through bilateral 
agreements between the United States and countries where eligible 
investments may be covered. As of June 30, 1963, investment guar- 
anties were available against incovertibility in 55 countries, expro- 
priation in 53 countries, and war risk in 32 countries, with coverage 
against revolution, insurrection, and extended risk included in 21 
of these. 
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Twelve countries signed bilateral agreements during fiscal year 1963 : 
Congo (Brazzaville), Congo (Leopoldville), Colombia (revision), 
Cyprus, Ethiopia, Gabon, Jamaica, Nigeria, Senegal, Trinidad and 
Tobago, Venezuela, and the United Arab Republic. Six existing bi- 
lateral agreements were amended to allow for issuing guaranties 
against loss due to war, revolution, or insurrection. Extended risk 
guaranty coverage was also made available under these amendments. 


Specific Risk Guaranty Program 

Coverage against the political risks of inconvertibility, loss due 
to expropriation, and loss due to war, revolution, or insurrection out- 
standing on June 30, 1963, was $883,862,018. One hundred and thirty 
contracts and two amendments for investments were written during 
the year for investments totaling $218,661,679. This compares with 
91 contracts for investments totaling $306,658,220 written during fiscal 
year 1962. 

The guaranties issued in the fiscal year covered projects involving 
such products and industries as automobile manufacture, carbon black, 
chemicals, meat and vegetable packing, steel and wire mesh, housing 
construction, sugar refining, petrochemicals, commercial explosives, 
banking and financing, auto tires and tubes, pulp and paper, burlap 
bags, calcined petroleum coke, metal containers, sweetened condensed 
milk, and pharmaceuticals. 


Extended Risk Guaranty Program (other than housing) 

One extended risk guaranty was authorized during fiscal year 
1963 for an $8 million investment by several companies in a petro- 
chemical complex in Argentina. 


Extended Risk Guaranty Program—Housing 

Under the Alliance for Progress, two contracts totaling $9.5 mil- 
lion were issued for investments in housing projects in two countries. 
Four additional guaranties valued at $13.9 million had been authorized 
by June 30, 1963, for projects in Latin America, but contracts had 
not been signed. 


Fees and Payments 

Cumulative fee income from all guaranty programs since 1948 
totaled $12,417,917 as of June 30, 1963, of which $2,926,016 was col- 
lected during fiscal year 1963. 

One claim based on temporary inconvertibility of the interest pay- 
ment on a loan in the Congo (Leopoldville) resulted in a payment of 
$7,626.89 to Pluswood Industries of Racine, Wis. Subsequent recov- 
ery of $8,063.02 resulted in a net gain of $436.13 for the program. 
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DEVELOPMENT BANKS 


In fiscal year 1963, AID actively continued to promote its pro- 
gram of fostering and encouraging the growth and development of 
sound intermediate credit institutions in less-developed countries. 
Ty ng the year, 13 dollar loans amounting to $95.5 million were 
&' uiurized to such institutions for relending to qualified private sub- 
borrowers in the fields of industry, housing, and agriculture. Com- 
parable credits for fiscal year 1962 (net) were eight loans totaling 
$69.5 million. 

Of the $95.5 million authorized, $93 million was made available 
for institutions in Latin America, as follows: Industrial development 
banks, $11 million; housing institutions, $58 million; agricultural 
credit institutions, $93.9 million. The remaining $2.5 million was 
authorized for two industrial banks in Africa. 

In fiscal year 1963, AID continued its program of providing local 
currency assistance to development banks. Local currency valued 
at nearly $10 million was made available, of which a loan of Philip- 
pine pesos with a dollar value of $7 million was made to the new 
Private Development Corporation of the Philippines (PDCD). 

For the first time, in fiscal year 1963, AID provided guaranties 
fora significant level of new U.S. private dollar investment in develop- 
ment banks in the less-developed countries. At the year's end, guaran- 
ty applications were pending in the amount of $32 million to cover 
such additional investments. AID is currently working with pri- 
vate U.S. banking interests to establish a half-dozen new development 
banks in AID recipient countries. 

In addition to financial assistance, AID has continued its program 
of technical assistance to intermediate credit institutions, including 
(a) initial surveys of the needs and requirements for a development 
bank, and (b) training to get a new bank organized and functioning or 
to improve the operation and management of an existing bank. U.S. 
advisers are working with development banks in all four regions, al- 
though concentrated in Africa and Latin America. 


COOPERATIVES 


Under the authority of the Foreign Assistance Act, and with 
guidance from a Cooperative Advisory Committee, AID has increased 
its cooperative activities. There were 93 major cooperative projects 
in 48 countries during fiscal year 1963, nearly a fourfold increase over 
the 25 major cooperative programs in 36 countries in the previous year. 
The programs for fiscal year 1963 included activities in farm coopera- 
tive leadership, rural electrification, credit unions, housing, savings 
and loan associations, aid to cooperative federations, and help on spe- 
cific cooperative problems, as well as coordination of plans to utilize re- 
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sources of Food for Peace, U.S. surplus property, Peace Corps, volun- 
tary agencies, and loans and technical assistance from international 
and regional banks and credit unions. 

Specific projects included training of participants at the Interna- 
tional Cooperative Training Center at the University of Wisconsin; 
credit union projects in 9 Latin American countries; savings and loan 
projects in Latin America where 40 new associations were chartered ; 
6 months' training on U.S. farms for 67 farm organization and co- 
operative leaders from 4 Latin American countries; U.S. teams of 
farm cooperative specialists which visited 5 Latin American coun- 
tries; and consultation on developing low-cost cooperative housing, 
based on savings in credit unions and savings and loan associations in 
20 Latin American countries. 

Other projects included completion of work plans for national 
and international cooperative financing institutions based on studies 
in 6 Latin American countries; completion of studies for cooperative 
needs in each Latin American country; assistance in management 
training in rural electric cooperatives and related industries in Latin 
America ; and development of nationwide farmers marketing coopera- 
tives in Africa. 


LOCAL CURRENCY LOANS 


Cooley loans are an integral part of AID's private enterprise 
program. Under Title I of Public Law 480, up to 25 percent of the 
foreign currencies received by the U.S. Government in payment for 
surplus agricultural commodities may be lent to qualified borrowers 
to develop business and expand trade in certain less-developed coun- 
tries. This program, formerly administered by the Export-Import 
Dank, was transferred to AID on January 1, 1962. 

Local currencies may be loaned to (1) U.S. firms or their branches, 
subsidiaries, or affiliates for business development and trade ex- 
pansion in the foreign country ; or (2) to either U.S. or foreign firms 
to expand markets for, and consumption of, U.S. agricultural 
products. 

In fiscal year 1963, 46 local currency Cooley loans were made in 
13 countries in the equivalent. of $42,007,000. They were made for 
such purposes as production of foodstuffs in Colombia, cardboard 
box manufacturing in Ecuador, cellophane production in Taiwan, 
dairy products in Vietnam, grain storage facilities in Israel, tire and 
tube manufacture in Turkey, and for a machine tool plant in India. 


INVESTMENT SURVEYS 


Title IV of the Foreign Assistance Act authorized AID to en- 
courage private enterprise to undertake surveys of investment oppor- 
tunities in less-developed countries by sharing up to 50 percent of the 
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cost of these surveys. In fiscal year 1963, $1.5 million was provided 
for this program. 

If the potential investor proceeds with the investment following 
the survey, he retains sole possession of the survey and pays its full 
cost. If hedoes not invest, AID pays half the cost and the investment 
survey report becomes the property of the U.S. Government for dis- 
semination to other potential investors. 

By the end of June 1963, 29 grants had been made for surveys in 
19 countries. These covered investment opportunities such as the 
establishment of a plastic coating factory in Mexico, book distribution 
in Nigeria, seafood processing in India and Pakistan, harbor develop- 
ment in Korea, and wire and cable manufacture in Thailand. 


PRIVATE ENTERPRISE PILOT PROJECT 


A pilot project was initiated in four less-developed countries just 
prior to the start of the fiscal year to assist and encourage joint ven- 
tures between U.S. and local businessmen. AID and the U.S. Depart- 
ment of Commerce, working closely with the Governments of Colom- 
bia, Pakistan, Nigeria, and Thailand, have encouraged the formation 
of specific joint venture investments in selected industries to contribute 
rapidly and effectively to the economic growth of the host countries. 
The Department of Commerce and AID have been active in bringing 
these opportunities to the attention of American businessmen. 

A variety of long-range programs to help create greater receptiv- 
ity for private investment, both local and foreign, continued during 
the year: Assistance in the development of local laws and admmistra- 
tive regulations to encourage private investment; preinvestment sur- 
veys; organization and guidance of investment centers and develop- 
ment corporations; and assistance by professional firms under AID 
contract to help less-developed countries to promote private industrial 
development and identify the steps necessary to improve the climate 
for investment. In a number of countries, assistance was provided in 
the establishment and operation of productivity centers and industrial 
parks. In addition, AID provided business-oriented training in vo- 
cational and other fields for more than 300 participants from the less- 
developed countries. 
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CHAPTER IV. MATERIAL RESOURCES 


About half the total annual AID expenditure goes directly to 
finance commodities under the foreign aid program. During fiscal 
year 1963, AID continued to emphasize the procurement of U.S. 
goods and services for AID-financed development programs and proj- 
ects, in order to minimize any adverse effects on the balance-of-pay- 
ments problem. 

Five years ago, economic aid dollars were spent in markets 
throughout the free world where prices were lowest, and less than half 
of aid dollars were spent in the United States. In fiscal year 1963, 
U.S. producers supplied 78 percent of all AID-financed commodities. 
These U.S. expenditures, totaling $855 million, covered products rang- 
ing from farm equipment and machinery to iron and steel, fertilizer, 
and textiles. Several hundred thousand Americans were employed 
during the year to produce these goods, and American shipping firms 
were paid about $80 million to carry them to their destinations in 
Asia, Africa, and Latin America. 

AID's present policy of emphasizing U.S. procurement resulted 
in a sharp increase in the export of U.S. products for oversea develop- 
ment. For example, only 11 percent of the $130 million in iron and 
steel products financed by AID program in 1960 was supplied by U.S. 
producers; in 1963, in contrast, U.S. producers supplied 88 percent, 
or $169.9 million, of the $182 million in iron and steel exports financed 
by AID. 

Procurements from other U.S. industries for economic develop- 
ment programs showed similar increases. Between 1960 and 1963, 
AID-financed exports of U.S. fertilizer quadrupled, from $9.4 million 
to $41.9 million; exports of chemical products more than doubled; and 
purchases of textiles and of industrial machinery increased sevenfold. 
The United States was the source in 1963 of 90 percent of the fertiliz- 
ers, 83 percent of the chemicals, 81 percent of the textiles, and 81 
percent of the machinery and equipment financed by AID. 

A valuable byproduct of AID's emphasis on procurement of U.S. 
commodities has been to help introduce American products to new 
markets in the developing countries. 
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USE OF U.S.-FLAG VESSELS 


The Cargo Preference Act, section 901(b), of the Merchant Ma- 
rine Act of 1963, as amended (Public Law 664, 83d Cong.), requires 
that at least 50 percent of U.S. Government-financed cargo be shipped 
in U.S.-flag vessels wherever the latter are available. 

During fiscal year 1963, the policy was continued under which 
freight financing by AID was generally limited to U.S.-flag vessels. 

In fiscal year 1963, cargoes totaling 5,285,000 tons were shipped by 
AID on U.S.-flag vessels, representing 80.8 percent. of the total net 
AID-financed cargo carried that year. This compares to 3,574,000 
tons in fiscal year 1961 for 58.6 percent. 


EXCESS PERSONAL PROPERTY 


Section 102 of the Foreign Assistance Act expresses the sense of 
Congress that U.S. Government-owned excess property be used as 
assistance complementary to new procurement. Section 608 of the 
Act authorizes AID, in anticipation of overseas needs, to acquire equip- 
ment declared excess to Government requirements. It enables AID 
missions to purchase materials at prices far below those of new prop- 
erty, and to obtain faster deliveries. 

During fiscal year 1963, AID acquired substantial amounts of 
U.S. Government-owned excess property that were delivered for use 
in its overseas projects. Ata total cost of $6 million (for repair, han- 
dling, and transportation), AID acquired excess property having an 
original value of $10 million and a current replacement value of more 
than $50 million. 

This program was administered through three U.S. regional offices 
and two offices overseas. Operation of a Far East Excess Property 
Office in Tokyo provided significant support to AID programs, par- 
ticularly those in critical Southeast Asian areas. The European office 
in Frankfurt assisted African and Near East programs, notably in 
Turkey, in utilizing substantial amounts of excess property made avail- 
ableto AID in that area. 


STOCKPILE EXCESS DISPOSAL 


Whenever feasible, materials available under stockpile disposal 
plans are utilized in AID procurement programs. Pursuant to this 
policy, GSA supplied tin directly to aid recipient countries as well as 
to the producers of AID-financed products with a tin content. Simi- 
larly in the case of rubber, GSA supplied crude rubber directly to aid 
recipient countries and to the suppliers of tires, tubes, and other 
AID-financed rubber products. AID requires suppliers of products 
containing materials available in the stockpile to purchase designated 
quantities of stockpile materials offered to them by GSA. Suppliers 
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of tinplate, for example, purchase tin from the stockpile equal to the 
quantities of tin contained in the plate supplied. Suppliers of tires 
and tubes are required to purchase crude rubber from the stockpile 
equal to thesale price of the tires supplied. 


BARTER 


It is AID policy not to finance commodities of which the United 
States is a net importer. However, such commodities may be pur- 
chased by barter for surplus agricultural commodities. Under such 
barter arrangements, approved by the President on September 20, 
1962, AID reimburses the Commodity Credit Corporation in dollars 
for surplus agricultural commodities accepted by the supplier. 


FOOD FOR PEACE 


The Food for Peace program is authorized by the Agricultural 
Trade Development and Assistance Act of 1954 (Public Law 480), as 
amended. AID shares in the administration of the program with 
other Government agencies, particularly the U.S. Department of Agri- 
eulture whose appropriation is charged with the commodity and trans- 
portation costs of the program. AID administers the oversea opera- 
tions of the Food for Peace program, including the integration of food 
aid with other forms of assistance. 

Sales and grants abroad of U.S. surplus agricultural commodi- 
ties under the four titles of Public Law 480 totaled $1.9 billion in 
fiscal year 1963. 

Title I permits the sales of agricultural commodities for foreign 
currencies. Sales agreements during the fiscal year totaled $1.26 
billion. Of the foreign currency proceeds, 83 percent was earmarked 
for country programs with $801.4 million for economic development, 
$130 million for common defense uses, and $81 million for loans to 
private enterprise. 

The portion earmarked for loans was the largest, comprising 
more than 68 percent of the total amount resulting from sale 
agreements. 

Disbursements of foreign currencies in fiscal year 1963 were for 
such purposes as river valley development in India; hydraulic works, 
railroad rehabilitation, and other construction in Spain; literacy train- 
ing of the armed forces in Turkey ; and development and rehabilita- 
tion of roads in Indonesia and Iran. 

Title IT authorizes grants of agricultural commodities for emer- 
gency assistance and economic development purposes. During fiscal 
year 1963, more than 1.5 million tons of commodities, at a cost of about 
$358 million including freight costs, were donated to 30 countries for 
disaster and other relief purposes, for child feeding programs, and to 
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aid in economic development. The $178 million for disaster relief was 
the largest amount authorized for this purpose since the inception of 
the program in fiscal year 1955. Economic development programs, 
totaling approximately $78 million, were also substantially above the 
preceding year. 

Under Title III, donations of available surplus foods are made to 
accredited nonprofit relief agencies of the United States and to inter- 
governmental organizations for the assistance of needy persons and 
for use in nonprofit school feeding programs abroad. 

Increased amounts and varieties of food donated under Title III 
enabled American voluntary relief agencies to expand their role in 
making distributions to needy persons abroad. During fiscal year 
1963, almost 3 billion pounds of food were distributed to 77 million 
persons. 

Perhaps the most dramatic development in Food for Peace pro- 
grams has been the sharp increase in the overseas school feeding pro- 
grams. Three-fourths of all the commodities donated under Food for 
Peace are now programed for children—through organized school 
lunch efforts, through other institutional feeding, and through family 
feeding plans in which the parents may participate by exchanging 
work for food. In fiscal year 1963, school lunch programs were in- 
creased to include 40 million children in 91 countries. 

Title IV authorizes long-term supply and dollar credit. sales of 


'surplus agricultural commodities. Its major objectives are to stimu- 


late the sale of U.S. agricultural commodities for dollars and to assist 
in the economic development of recipient countries. In fiscal year 
1963, sales agreements totaling $86.8 million were signed with nine 
countries. 

Most Title IV agreements provide that the local currencies derived 
from the sale of the commodities in the cooperating country will be used 
to finance economic and social development projects mutually agreed 
upon by the United States and the purchasing country. Until recently 
this program was handled on a government-to-government sales basis 
only. In September 1969, the legislation was amended to permit 
agreements between the United States and private trade entities in 
other countries on the same terms and for the same purposes. 


U.N. WORLD FOOD PROGRAM 


The World Food Program (WFP) established by the United 
Nations and the Food and Agriculture Organization (FAO), com- 
pleted its first 6 months of operations in June 1963. Its major 
purpose is to develop multilateral experience in using food to assist 
economic and social development ; it will operate on an experimental 
basis over the 3 years 1963-65. 
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As of June 30, 1963, three programs using food with an estimated 
market value of $2.6 million had been approved. Included were about 
26.000 tons of wheat for food relief in Morocco, 4,000 tons of food for 
vietims of the Dali volcanic eruption, and 63 tons of oil to help relieve 
food shortages caused by the Sarawak floods. 


VOLUNTARY AGENCIES 


In addition to Public Law 480 activities, AID encourages and 
assists American voluntary nonprofit agencies to help people in other 
nations by paying the overseas freight costs of relief and rehabilitation 
supplies donated to, or purchased by, these agencies. Twenty-seven 
U.S. voluntary agencies and the American National Red Cross are par- 
ticipating in this program, sending supplies to approximately 80 coun- 
tries. Supplies consist of food, clothing, medicines, hospital and 
school supplies, and equipment, tools, and other materials for emer- 
gency and disaster relief, self-help projects, and assistance to refugees. 
The voluntary agencies, at their own expense, maintain U.S. citizen 
representatives in the field to work directly with the people. For their 
part, recipient countries must permit duty-free entry of the supplies. 

Many of these private agencies engage in a wide range of technical 
assistance projects supported by their own financing. Under contract 
with AID, a technical assistance information clearinghouse was estab- 
lished by the American Council on Voluntary Agencies for Foreign 
Service to provide a channel for the exchange of information and ideas 
between AID and American voluntary groups. 

During fiscal year 1963, the value of privately financed relief 
deliveries abroad was roughly $75 million, against. U.S. Government 
expenditures of about $4.1 million for overseas freight. For every 
dollar spent by AID in support of this program, nearly 20 times as 
much in value of goods was delivered overseas to people who need help. 


SMALL BUSINESS 


The Foreign Assistance Act requires that advance information 
be given to American firms, particularly small business, on proposed 
procurement to be financed with AID funds. Such information, ex- 
pressed in terms of American standards and on a nonrestrictive basis, 
is published in Small Business Circulars which are available without 
charge to any U.S. supplier on request. U.S. suppliers then deal 
directly with importers in the normal commercial manner. Payment 
is usually by AID-financed letters of credit. The major exception to 
this procedure is in the case of procurement directly by foreign govern- 
ment agencies, when formal bidding procedures are normally required. 

Also available without charge to U.S. firms are Small Business 
Memos which provide helpful general information regarding export 
operations involving AID funds. 
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During fiscal year 1963, participation in the foreign aid program 
by U.S. business was encouraged through panels and meetings with 
trade groups to discuss AID procurement policy and procedures, as 
well as by direct advice and assistance to individual firms. 
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CHAPTER V. MILITARY ASSISTANCE 


About 60 percent of the Military Assistance Program in fiscal year 
1963 was allocated to eight key countries on the periphery of the Sino- 
Soviet bloc, each of which is confronted directly by the possibility of 
Communist aggression. These countries are: Vietnam, Thailand, the 
Republic of China, Korea, Greece, Turkey, Pakistan, and India. 

Although most of these countries face the threat of overt external 
aggression, the emphasis in military training and equipment pro- 
grams was on building up capabilities to resist internal guerrilla 
warfare and subversion, the actual pattern of aggression in Vietnam 
and the immediate threat in Thailand. 

Except for a substantial United Kingdom and Commonwealth 
contribution to India, and relatively minor contributions by other 
countries, the U.S. Military Assistance Program was the sole source 
of military assistance for each of these key countries. 

In order for Greece and Turkey to provide for their own defense 
and carry out their roles in NATO and regional defense, they must 
have appropriate equipment and training. 

South Korea and the Republic of China are directly exposed 
to an ever-present and heavily armed threat of aggression by Com- 
munist. China or North Korea. 

Vietnam and Thailand are both targets for Communist aggression 
by guerrilla warfare and internal subversion, consequently U.S. mili- 
tary assistance stresses the development of the counterinsurgency 
capability of local units. 

Our prompt reaction in October 1962 to India's urgent request 
for military assistance, following the Red Chinese attack in the north, 
demonstrates the flexibility with which the Military Assistance Pro- 
gram permits us to respond to the successive moves of the Communists 
in the cold war. 

Pakistan must also maintain its defense posture against possible 
Chinese Communist aggression. 

The share of the Military Assistance Program allocated to West- 
ern Europe has declined sharply—from 38 percent in fiscal year 1960 
to approximately 9 percent. for fiscal year 1963. Apart from Spain 
and Portugal, where U.S. base rights were heavily involved, the pro- 
gram consisted almost entirely of past commitments and cost-sharing 
arrangements, such as the nearly $65 million a year required to finance 
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T: 
U.S. participation in NATO infrastructure projects and the cost of 
NATO headquarters. 

The United States has consistently urged that the defense efforts 
of our major NATO allies be increased. Between fiscal years 1960 and 
1962, the total defense expenditures of the Western European NATO 
nations increased from $14.6 billion to $17.4 billion, the West German's 
expenditure increasing by more than one-third. 


OTHER MAP ACTIVITIES 


Until about 1960, military assistance programs for Latin America 
was directed largely toward hemispheric defense. Emphasis has 
shifted gradually to internal security programs against Communist- 
inspired subversion and to civic action projects designed to promote 
stability and strengthen national economies. Each internal security 
program for Latin America is subject to express Presidential deter- 
mination and close policy review by the Department of State. 

Congress determined that military assistance to Latin America 
could not exceed $57.5 million for equipment in fiscal year 1963. 

An additional amount of approximately $20 million could be ex- 
pended annually for defenseservices. All military assistance to Latin 
America, including defense services, amounted to less than 5 percent 
of the total Military Assistance Program. 

In fiscal year 1963, military assistance to Japan totaled $14.6 mil- 
lion, entirely on a cost-sharing basis with no new grant aid commit- 
ments. 

Modest military assistance programs have been instituted in & 
number of African countries for internal security and civic action 
projects, designed primarily to illustrate U.S. interest in maintaining 
law and order. Small military assistance programs were continued for 
Ethiopia, Libya, and Morocco for the maintenance of U.S. base rights 
and internal security. In fiscal year 1963, approximately $6.2 million 
in military assistance was programed for tropical Africa. 

Civic action projects, military assistance, and economic assistance 
are frequently combined in less-developed countries in support of U.S. 
objectives, with indigenous armed forces providing the skilled man- 
power and AID supplying the materials. Projects include roadbuild- 
ing, developing communications facilities, sanitary engineering, and 
public health programs. 

During fiscal year 1963, 16,500 selected personnel and key special- 
ists were trained in the United States and 8,500 overseas, at a total cost 
to MAP of approximately $109 million, or less than 7 percent of the 


total program. 
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MILITARY ASSISTANCE PROGRAM 
FOR FISCAL YEAR 1963 


[In thousands] 
Total: o ¿ç & eS ewe we Se Ge Ux Ge wc» sw & 9o 92,990, 600 


Europe . . . . . . . + + + + +s +s + + + + on sn. s. s. s. . $145, 100 


Belgium doom ele ¿+ X xS e de 39 ARS UR GNU QE UE. NES AR A 4, 200 
Denmark E 35. 0$. 8003 85 spt LEL Ua dene A ELE e Q 17, 200 
France - + x Q SO. E D Q 1 D IL I1L1.] 2 1 OR OE EO 1, 200 
Germany e dnx ues usb cho Ue) A Es Dx AA AA Q. V8 300 
MUI 2 ek AA RA B S SA 32, 000 
Luxembourg A" RS oe es. G tet see es os See S A ence () 
Netherlands E. dU. ADR Be ee Wet EU ISI. oe, in (iu XR euis ee, SEA LS 6, 000 
Norway 2: a xk o ES Aaa WA G: aO ME. A D 35, 800 
Portugal TEILE Xu m 12, 100 
Spain . . . —— d —— MN 14, 100 
United Kingdom Siue cs tee ur rd. oum HA er Q ep S 8, 700 
Mutual weapons development: progran . . . os + + & 1, 500 
Weapons production program . . . +. +. + + + + «© * « ° 27, 400 
Europe area program . . . . . Eti us ue run Uu, os we 3, 600 
MAP assets applied to country programs . . . . . + . ° 14, 000 


Near East and South Asia . . . . . . . . . . . + . . . $33,000 


Afghanistan meme Moot CGE. Hé. wee JEU AER GR dee war: RR edu ke ae IR d 400 
Greece GE E. Me! We EE P 85, 100 
TACTO. xT sa. A Be Ee MER ues Ee W ARS s A cM op UR d 58, 700 
Irado a WR M D E S 07 L1 I2 229270 we A a aA (0) 
Jordan - 2.5 e A A de VE LES E ARAS 5, 800 
Lebanon . . . . . , . , + + sa l e 100 
Pakistani e so at S Se. g. ue cio ea Se Sm SU UL a Ge HS (2) 
Saudi Arabia «> s x cae AE E Q DUX. dec NU Oe b> 0) 
Sonido. 4 Q j & oW Ue we de b ee ee Sm A Be RQ a (*) 
TTHEKeY: o i a a Cem Q NL SO AAA AE OQ od 166, 000 
Yemen  . . . X. uv Qa GP. ERIT «Rl eL X nnd: (°) 
Near East and South Asia area program . . lun Eo S S 52, 100 
MAP assets applied to country programs . . . . + + + +. - 5, 500 


North Africa . . . . , + +s + a © e © © © © © © 5... $20,700 


Ethiopia NET TE Ho HB OQ. D D D 10 et 1M 11, 400 
A os z R4 S. Re ox a £6 ale XU OS ee AR nS Me ux. o 2, 200 
MOrOCCO. suts ld Rt E Well. hne Lost uw BRIGS MU XS xe AR cd 6, 400 
SOMALIA. so s.a ecw ae ee 0 D 771 1 2 a Vl A 200 
$0 5S EE NOR OT Q se D UO 7 7 7220 ee TT (2) 
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Tropical Africa . 


Cameroon š 

Congo (Léopold ville) 

Liberia 

Mali . 

Nigeria 

Senegal i 

Tropical Africa area program 


Far East 


Cambodia 

China, Republic of 
Japan . 

Korea . 

Laos . . . . . 
Philippine Islands 
Thailand 

Vietnam . 
Far East area Dror 


MAP assets applied to country program 
Latin America 


Argentina 

Bolivia 

Brazil . 

Chile 

Colombia 

Costa Rica x š 
Dominican Republic 
Ecuador 

El Salavador 

Guatemala 

Haiti 

Honduras 

Mexico 

Nicaragua 

Panama 

Paraguay 

Peru. . 

Uruguay . 

Venezuela Ww ou 
Latin America area program 


MAP assets applied to country —nà 


Nonregional 


Administrative expenses 
Other nonregional 


£ 
Š 


* 


TEE 


_ 
[d 
sr 


1 Less than $50,000. 
3 Data classified ; included in the figure for regional area undistributed. 
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CHAPTER VI. ALLIANCE FOR PROGRESS 


Fiscal year 1963 was the second year of the Alliance for Progress. 
It was & year marked by intensified planning, increased self-help 
efforts by the nations of Latin America, and an accelerating pace of 
activity. Civil and political disturbances punctuated the year in 
several countries; inflation continued to hinder economic progress; and 
Communist agitation sought to exploit the social unrest stirred up by 
the age-old afflictions of hunger, disease, and poverty. The govern- 
ments and ruling classes in Latin America have been faced with the 
hard reality that change is inevitable—whether it comes peacefully 
through cooperative effort and understanding, or as a result of con- 
flict and violence. The Alliance seeks to make the process of change 
an instrument for cooperative effort for the common good. 

Despite many obstacles, the Alliance recorded some solid achieve- 
ments in its second year, especially in those countries which backed up 
their plans and promises with action. The United States placed in- 
creasing emphasis on the necessity for good planning and self-help as 
prerequisites for assistance. 

The objective in the early stages of the Alliance has been to pro- 
vide the critical margin of assistance which will permit the Latin 
American countries to plan effectively for long-range development, to 
use their own resources to the best advantage, and to help train the 
skilled manpower required to bring their plans to fruition. 

Development loans constituted 61 percent of total AID commit- 
ments in fiscal year 1963. Over half of the supporting assistance 
funds were also in the form of loans. Nonproject loans were executed 
for the first time in Latin America to finance the costs of importing 
U.S. capital goods necessary to development. Loans totaling $87.5 
million were made to help create the basic facilities upon which work- 
able development programs can be built. These funds were used to 
build highways, increase electric power resources, improve air trans- 
port, and expand or improve educational systems. 

A significant share of AID assistance was used to encourage pri- 
vate enterprise, either directly or through loans for relending by de- 
velopment banks and other credit institutions specializing in loans to 
small industries, farmers, and home buyers. Four private develop- 
ment banks were established in Colombia in addition to a Private In- 
vestment Fund which makes loans available to stimulate new produc- 
tion. A $2.1 million development loan was authorized for a National 
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Housing Bank in the Dominican Republic and the development of a 
private savings and loan system. Chile prepared legislation for the 
establishment of a development bank for medium and small industry, 
and four regional development corporations were capitalized to pro- 
mote investment and industrialization in southern Peru. 


SUMMARY OF LATIN AMERICAN PROGRAM 
COMMITMENTS FOR FISCAL YEAR 1963 


[In millions] 


Country Developrrent | Development | Supporting Total 
grants lending 883 stance ! 

Argentina..................... $3. 3 $76. 4 $20. 0 $99. 7 
BOlVIS. nue So ae A ee eee 7.4 18. 3 9.9 35. 6 
A EPRaR 23. 6 37. 4 25. 5 86. 5 
Chile......................... 6.3 35. 0 (2) 41. 3 
Colombia..................... 6. 1 87.2 .2 93. 5 
Costa Rica.................... 2. 4 10.8.1. — ke: 13. 0 
Dominican Republic........... 3. 6 2.1 23. 9 29. 6 
Ecuador...................... 4. 9 6. 3 7.0 18. 2 
El Salvador................... 3.0 16.60 A 19. 6 
Guatemala.................... 2.6 Ed dessus 3.3 
PUB Kan ao beso heater otc sau debes S 52 u sui us 2.1 2. 1 
Honduras..................... 3. 2 1.7 2.4 7.3 
Jamaicea...................... 8 a 5.8 
MexXICO AA Y ST Ua Rd "mu TT TE .3 
Nicaəragua.................... 2.5 nup pcm" 3. 5 
Panamā. uc etu ida 2.4 6.0 4 8.8 
Paraguay..................... 320 AE eode gs 3. 0 
Peru sis ee ey Eas eda 2:09. | buste weeds 2.9 
Trinidad and Tobago 3. ........ c 10. 1 10. 9 
II .... ox TED UE du xS 1. 9 6:0: Te ies 7.9 
Venezuela..................... 43.1 30. 0 1 33. 1 
British Guiana. ............... 1:8 ESEE PA 1.3 
British Honduras.............. [E A aedes avete .1 
Surinam...................... E D MM Pa e .9 
ROCA a tose xXx Iu 5.7 2:0. [az ss 8. 2 
Regional...................... SN ot ads Ina xti ard 27. 5 

A 7 bis $119. 8 $342. 8 $101. 7 $564. 3 


1 Includes contingency fund. 

2 Less than $50,000. 

3 Includes “Other West Indies." 

1 Includes $1.1 millión transferred from the Department of Defense for equip- 
ment for the Public Safety Program. 

5 Includes $9.5 million for nonregional activities related to the Alliance for 
Progress Program. 


Nore.— Minor discrepancies result from rounding. 
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Another privately owned industria] development bank was estab- 
lished in Panama to stimulate domestic investment as well as provide 
a source of badly needed long-term credit. Savings and loan progress 
was also impressive in Ecuador with eight such institutions in opera- 
tion by midyear with deposits of more than $600,000. In Chile, sav- 
ings and loan associations were accumulating savings of approximately 
$1 million a month. 

In Bolivia, 40 small credit unions with 8,000 members were estab- 
lished in the past 2 years. 


INVESTMENT GUARANTIES 


Investment guaranties also continued to play an increasingly im- 
portant role. As of mid-1963, $176.9 million in guaranties protecting 
U.S. private investments in Argentina had been issued and an addi- 
tional $413.6 million were in process. Investment guaranties issued 
in Peru were valued at $3 million; the Guatemalan Government 
signed a guaranty agreement and began processing a backlog of 51 
applications for investments totaling $104 million; other countries 
signing guaranty agreements during the year included Jamaica and 
Colombia. 

Supporting assistance and development. grant funds were used to 
carry on a variety of technical assistance programs. 


PLANNING 


The Charter of Punta del Este called for countries seeking assist- 
ance to draw up long-range programs and submit them to an OAS 
panel of experts which would review them and evaluate the possibili- 
ties for success. By the end of fiscal year 1963, six countries had sub- 
mitted development plans to the panel— Bolivia, Chile, Colombia, 
Honduras, Mexico, and Venezuela. Plans from Panama and Ecuador 
were imminent, and others were in the formative stage. 


IMPROVEMENTS IN REVENUE RAISING 


One of the most serious obstacles to making and executing effective 
plans is the inadequacy of tax laws and tax collection procedures in 
many Latin American countries. In order to amass more funds for 
development purposes, it is essential that. equitable tax structures be 
established and that the tax laws be enforced. Sixteen Alliance coun- 
tries have taken steps to improve their tax programs: Argentina, Bo- 
livia, Brazil, Colombia, Chile, Costa Rica, Dominican Republic, Ecua- 
dor, El Salvador, Guatemala, Mexico, Nicaragua, Panama, Peru, 
Paraguay, and Venezuela. Experts from the U.S. Internal Revenue 
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Service provided assistance in seven of these countries. Some of the 
results are as follows: The Argentine Government tightened up on 
tax collections, adding at least 215,000 new income-tax payers to the 
rolls during the year. New levies on cigarettes, gasoline, lubricants, 
tires, and lottery prizes were expected to yield $100 million in addi- 
tional revenue. Curbs on wages and prices were introduced in Dolivia 
in 1963 to halt inflation. Improvements in tax and customs collections 
were made and increased duties were levied against luxury imports. 
Partly as a result of these actions, domestic revenues were increased 
by some 12 percent in 1963. Brazil's Congress amended the income 
tax law in fiscal year 1963 in order to provide for more effective admin- 
istration and enforcement. This was expected to result in an increase 
of $120 million in revenue. 

Costa Rica issued new income tax regulations in November 1962, 
and improved tax collections increased ordinary revenues by 26 percent 
for 1963. The first income tax in Guatemala’s history was passed dur- 
ing fiscal year 1963 and was implemented on schedule. 

Mexico initiated a series of tax reforms in 1962 which doubled 
the number of taxpayers in 1963. Revenues were expected to increase 
about 20 percent. During fiscal year 1963, approximately 10 percent 
of Nicaragua's anticipated government revenues, or $30 million, may 
be attributed to the 15 new or increased taxes imposed since January 
1961. 

Tax reforms which the Paraguayan Government had undertaken 
in the 2 previous years with U.S. assistance increased revenues in 1963 
by 25—30 percent. Customs revenues were up $1 million. 


HOUSING 


Assistance and advice by U.S. specialists was provided to nine 
Latin American countries in establishing savings and loan associations 
to provide long-term housing credit. During fiscal year 1963, the first 
U.S. housing guaranties for Latin America were issued for private 
housing construction in Colombia, Peru, Mexico, and Honduras. 
Other fiscal year achievements: Colombia nearly doubled its rate of 
government-sponsored housing to 30,000 units a year; housing in 
Chile reached a level of 30,000 units a year; Venezuela began a 3-year 
plan to build 260,000 units, 60 percent of them in the private sector; 
and in Honduras, under a 4-year housing plan, two private firms 
started construction of 2,900 low- and medium-cost houses in conjunc- 
tion with two U.S. investors. 


TECHNICAL COOPERATION GRANTS IN LATIN 
AMERICA, FISCAL YEAR 1963 


[In thousands] 


Develop- Develop- 

Type of activity ment Type of activity ment 

grants grants 
Food and agriculture. ...... $21, 568 || Public administration.......| $5,817 

Industry and mining....... 5,415 || Community development 

Transportation. ........... 6, 499 and social welfare........ 2, 073 
A sioe eure e a eds 3, 447 | Housing.................. 1, 707 
Health and sanitation...... 12, 394 || General and miscellaneous. . 7, 997 
Education................. 18, 181 || Technical support.......... 8, 047 
Public safety.............. 7, 050 e 
Total... dos $100, 198 


AGRICULTURAL REFORMS AND IMPROVEMENTS 


In most of the developing countries, 80 percent of the people earn 
their livelihood through agriculture, yet many of them have never had 
any land of their own. They have had to work other people's land, 
often retaining only a fraction of the yield for themselves. In fiscal 
year 1963, land reform programs were underway in a dozen Latin 
American nations. Bolivia and Mexico have land reform programs of 
long standing ; Venezuela, the Dominican Republic, Colombia, and two 
States in Brazil had initiated programs by the close of fiscal year 
1963; Peru had made a beginning in agrarian reform ; and other, more 
limited programs were underway in Chile, Ecuador, Panama, and 
Central America. 

Venezuela had distributed land to 56,000 families by 1963 as the 
first step in a broad program of agrarian reform, and 20,000 more 
families were scheduled for resettlement in the next 3 years. Bolivia 
issued land titles to some 72,000 families in fiscal year 1963, bringing 
to 181,000 the number receiving land since the program began in 1952. 
More than 2,000 Dominican families were resettled during the year and 
the National Agricultural Bank was reorganized. Fiscal year 1963 
saw the creation of an Agrarian Reform Institute in Colombia. The 
institute seeks to increase farm productivity and set up rural welfare 
programs. Resettlement plans were completed for 15,000 Colombians 
as part of a land reform program. 

Over 4.5 million acres were distributed to farm families in 1963 
under Mexico’s 25-year-old land reform program. 

Land reform and resettlement may end in failure unless meas- 
ures are taken to make credit available to the farmers for seed, equip- 
ment, and tools. Farm credit arrangements have been set up in 12 
countries. In the first 2 years of the Alliance, more than 160,000 
farm loans were made. Over 20 percent of AID’s assistance to Latin 
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American agriculture in fiscal year 1963 was used for agricultural 
credit. 

A growing confederation of 85 rural cooperatives with 117,000 
members sharing in the credit facilities is undertaking a $58 million 
agricultural development program in Uruguay. A rural credit pro- 
gram for small farmers in Costa Rica, established with AID assist- 
ance, has proved successful and will be expanded through a second 
AID loan authorized in April 1963. Almost. 6,000 loans have been 
made under an agricultural credit system inaugurated in El Salvador 
in early 1962. 

COMMUNITY HEALTH 


In the field of health, major emphasis has been on building sew- 
erage and water systems. With assistance from AID and the Social 
Progress Trust Fund, approximately 700 community water systems 
and wells were completed during the first two years of the Alliance. 
'T wenty-one mobile health units were activated as part of a rural health 
effort to bring modern medicine to remote Central American villages. 
Eleven hundred patients a day received medical services from these 
traveling teams, and permanent health facilities were established in 
130 villages. 

Malaria campaigns in 26 Latin American countries helped to 
bring the goal of eradicating malaria closer in fiscal 1963. Over 
85,000 volunteers provided free examinations and treatment for more 
than 7 million people in 1963. Ten million houses were sprayed with 
DDT to provide protection for 50 million people. Surveillance pro- 
grams in areas where malaria has been eliminated now protect another 
44 million persons. 

Under AID contracts with three American universities, pro- 
grams for the improvement of medical education were continued in 
Costa Rica and Colombia. Projects for the construction, improve- 
ment, or extension of health facilities, hospitals, and health centers 
were assisted in four countries. 


EDUCATION 


During fiscal year 1963, education continued to receive primary 
emphasis in Latin America. Public expenditures for education 
ranged from 22 percent to 30 percent of the national budgets in six 
countries, and was not less than 11 percent of the budget in any Latin 
American country. 

Improvement programs for higher education were in effect in 15 
countries, 10 of which involved AID-financed contracts for technical 
assistance from 19 U.S. universities. Increased attention was given 
to science, engineering, and research directly related to economic and 
social development goals. For example, the University of Pitts- 
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burgh, University of Houston, and St. Louis University worked under 
AID contracts in Ecuador to improve training facilities, laboratory 
and teaching materials in basic science, engineering, medical educa- 
tion, agronomy, and veterinary medicine. AID helped finance teacher 
training in 9 countries and vocational education in 15. 

First- and second-grade textbooks were distributed to 800,000 
Central American schoolchildren; some 250,000 first-grade primers 
were produced and distributed in Bolivia; and 800,000 books were 
distributed to primary school children in the Dominican Republic. 
In addition, a substantial program was underway to supply Spanish- 
and Portuguese-language technical books in key development fields. 

With AID assistance, an estimated 8,200 classrooms accommo- 
dating 350,000 children were built in Latin America during the first 
two years of the Alliance, many of these with community self-help. 
Self-help school construction, teacher training, and community devel- 
opment are being combined in a single Chilean program to construct 
eight new rural schools. Public investment in school construction in 
Chile was expected to total approximately $25 million in 1963 as 100 
schools were constructed and 100 more begun. Guatemala built 110 
primary schools. With the help. of villagers, 128 classrooms were 
built in 31 rural Panamanian communities. In Nicaragua, 80 new 
classrooms and 26 teachers! quarters had been completed by mid-1963, 
and 56 more classrooms and 14 teachers! quarters begun. One hun- 
dred and sixteen more classrooms were completed in Ecuador with 
labor and local materials supplied by the communities. 


REGIONAL PROGRAMS 


Functional programs involving two or more Latin American 
nations became increasingly effective. 

Credit Unions. Several hundred have been organized with 
assistance from a U.S. organization, the Credit Union Associa- 
tion, under an AID contract. 

Taxes. Organized with the cooperation and assistance of the 
U.S. Internal Revenue Service, the Latin American Tax Advisory 
Reserve (LATR) operates a training program which had pro- 
vided 24 experts to 8 countries by the end of the year. 

Labor Unions. U.S. labor organizations continued to aid 
the American Institute for Free Labor Development to organize 
and stimulate a healthy growth of unionism in Latin America as 
an economic and social force in the development process. 

Other regional programs included training for young rural lead- 
ers, the development of voluntary and professional leadership among 
Latin American women, and a textbook production center. 
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ECONOMIC INTEGRATION 


The Latin America Free Trade Area (LAFTA) was established 
to seek to reduce trade barriers between the nations of Latin America 
and thereby contribute to the development of better markets within 
the region. During fiscal 1963, trade among the LAFTA member 
nations increased as the organization became more effective. 

Trade among the LAFTA nations increased 18 percent from 1961 
to 1962, and approximately 20 percent from 1962 to 1963. Intra- 
regional exports rose from $351 million in fiscal 1962 to $421 million 
m fiscal 1963. 

The nations of Central America made further strides toward the 
integration of their economies. In 1958, Guatemala, El Salvador, 
Honduras, and Nicaragua approved a treaty calling for the gradual 
establishment of a Common Market over a 10-year period. Another 
treaty ratified in 1960 called for the elimination of tariff barriers 
between these countries which would affect 85 percent of the area's 
industrial and agricultural production. Plans for the inclusion of 
Costa Rica and Panama in the Common Market were underway in 
fiscal year 1963. 

Intraregional trade reached $50 million during the year, approxi- 
mately double the volume of trade prior to the treaties, and a start 
was made toward regional development planning. A Central Ameri- 
can Clearinghouse for the multilateral clearance of payments with 
local currencies has been established as a first step toward monetary 
union. This arrangement is already being used for 80 percent of the 
transactions among member banks. 

The Central American Bank for Economic Integration (CA BEI) 
has made loans of $11 million to over 30 industrial enterprises since 
1ts establishment in 1961. The Central American countries have paid 
in $8 million in local curencies and pledged an additional $8 million 
to capitalize the Bank. In fiscal year 1963, the Inter-American De- 
velopment Bank extended a $6 million loan to CABEI for relending 
for industrial projects. To provide U.S. support in regional develop 
ment, the Regional Office of Central America and Panama (ROCAP 
was established as a regional mission in July 1962. 

In March 1963, the Presidents of the Central American cou. 
and Panama met with the President of the United States. "'' 
affirmed their support of the movement toward economic in 
and agreed to create a fund for CentralAmerica to which tì, . id 
make regular contributions and to enlarge the scope of the movement 
toward the eventual establishment of a Central American Economic 
Community which would have a common currency and common fiscal, 
monetary, and social policies. 

U.S. assistance to the Central American Economic Community 
in fiscal year 1963 was directed toward strengthening regional eco- 
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nomic institutions. Development grants totaling $5.69 million were 
used for regional development planning and statistics improvement, 
infrastructure building, industrial promotion, support for a regional 
svstem of higher education and manpower development, and two cru- 
cial impact activities—mobile rural health programs, and the produc- 
tion of elementary school textbooks. 

A development loan of $2.5 million was authorized for feasibility 
studies in sectors of major importance to regional development. 
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CHAPTER VII. NEAR EAST AND SOUTH 
ASIA 


The Near East and South Asia is one of the prime targets for 
Communist expansion. Seven countries in the region share borders 
with the Soviet Union, Communist China, or Communist satellite 
countries. Four of them (Greece, Turkey, Iran, and Pakistan) are 
linked directly to the security of the free world through membership 
in one or more of the NATO, CENTO, and SEATO alliances. During 
fiscal year 1963, the free world's determination to resist Communist 
penetration into the subcontinent was tested by the Communist 
Chinese invasion of India. The United States, along with British 
Commonwealth nations, reacted promptly to this challenge by pro- 
viding military assistance to India. 

There was widespread political instability in the region in a year 
marked by many changes of government, both scheduled and un- 
Scheduled. In Afghanistan, the Daud-Naim government was replaced 
in March 1963 by the first nonroyal government in 30 years. The new 
government took steps to improve its relations with Pakistan and re- 
opened its border with that country. In addition to Afghanistan, the 
governing regimes were changed in Iran, Iraq, Jordan, Syria, and 
Yemen. The Turkish Government survived an attempted coup in 
May 1963, and a new constitution was drawn up in Nepal. 

Some intraregional differences continued : The Arab-Israeli prob- 
lem; disagreements between Jordan and Saudi Arabia, on the one 
hand, and U.A.R., on the other, regarding the Yemeni revolution; and 
the conflict between Pakistan and India over Kashmir. 

The expropriation of Ámerican oil companies! properties by the 
Ceylonese Government without fair compensation led to the suspension 
of economic aid to that country, as required by the provisions of the 
Foreign Assistance Act. Appropriate steps to compensate the com- 
panies were not taken within the stated time limit and the AID mission 
was withdrawn. 

Governmental practices tending to draw distinctions between U.S. 
citizens on religious grounds continued to occur among a limited num- 
ber of countries in the Near Eastern area, essentially with respect to 
travel. During fiscal year 1963, however, the extent of these restric- 
tions was reduced. There has been some success in mitigating the 
effects of the Arab boycott on American firms and individuals. In 
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this connection, inquiry into specific complaints confirmed that this 
boycott does not involve discrimination on religious grounds. 

With respect to freedom of navigation in international waterways, 
the Suez Canal remained closed to Israeli ships and cargoes. Progress 
toward removal of this restriction continued to be handicapped by the 
general state of Arab-Israeli relations. 


SUMMARY OF NEAR EAST SOUTH ASIA PROGRAM 
COMMITMENTS FOR FISCAL YEAR 1963 


[In millions] 


Country Development | Development | Supporting ! Fiscal year 
loans assistance 1963 total 
Afghanistan.......... Causa Pag $2. 6 $14. 8 |.......... $17. 4 
Ceylon....... ee E rns ea as tuts E PM . 4 
CY DPS ites css ELI CREER ER 2.3 ¡AAA 3.0 
Greece....................... O16: A AA 31.6 
Indiis a ee oe LENDER 396 6 11.......... 402. 2 
TRAD. umay usa a wu ukuy 17. 4 3.8 2. 2 23. 4 
IPSO EEEE LEER EEEE EAA T [His ace seua du) Bp s ee ee .8 
Istae] oc REX ede ee A ec 45 
Jordan e adi 6. 9 36. 0 42. 9 
Lebsnoli.esscci eem es SEWUS Se | CRUS Kd ME hn eect ate .1 
Nepal. 2v A s Tet 4 0 25522504 3. 9 
Pakistan ..................... 176. 8 8. 9 3 186. 1 
Syrian Arab Republic..........|.......... ¿2 (2) .2 
Türkey. ovre xor Rer Ren 71.4 4. 4 54. 9 130. 8 
United Arab Republic (Egypt) . . 36. 3 2.3 10.0 48. 6 
A A m cM i S A PA 5.6 5.6 
o A S bee) OLS oie RIA 3. 3 1.7 5 
IT ssa xe enc a bei e ov (. 5) (1. 7) (2. 2) 
Other - z; z Lov de PP CE ited cn (2. 8) 
TOUR] L2 ulus pz banat $779. 5 $56. 8 $110. 8 $947. 2 


! Includes Contingency Fund. 
2 Less than $50,000. 


ECONOMIC DEVELOPMENT 


U.S. economic assistance to Near East and South Asia countries 
has been marginal in comparison with the region's GN P—about 1.5 
percent in fiscal year 1963—but in key sectors it has been the critical 
factor in helping to raise per capita GNP. 

Nearly all countries within the region have committed themselves 
to economic development programs. India is well into its third 5-year 
plan. Pakistan is nearing the end of its second 5-year plan. During 
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this fiscal year, Turkey set forth on a 5-year plan, its first serious 
comprehensive planning effort. Nepal’s first rudimentary 3-year plan 
was adopted, and Greece, Afghanistan, Iran, Israel, and the United 
Arab Republic proceeded under existing or updated plans. 

These plans provide a useful framework, not only for marshaling 
external aid but also for assessing the country's tax, investment, and 
other self-help measures. Many countries have imposed fiscal and 
monetary restraints aimed at lessening their financial problems. 

The country plans of India, Pakistan, Greece, and Turkey are 
supported by consortia of aid donors, which in the cases of India and 
Pakistan are sponsored by the World Bank. Consortia for Greece 
and Turkey were formed in fiscal year 1963 under the aegis of the 
Organization for Economic Cooperation and Development (OECD). 

India's efforts include a marked increase in taxes to further 
development in the face of greatly increased military expenditures; 
new taxes imposed in the fiscal year 1963-64 budget will raise rev- 
enues about 25 percent. "Turkey, Nepal, and Jordan also revised their 
tax structures and collections to increase revenues. In addition, 
Jordan has drawn up plans to use development loans for income- 
raising projects, established a new budget department, and passed 
legislation to allow charges to be made for water drawn from irriga- 
tion facilities. Greece received a loan of $10 million to help it cope 
with its balance-of-payments problems, and Afghanistan is giving 
increased attention to feasibility studies, the promotion of industry, 
and other projects which will contribute directly to the national in- 
come. 

AID assistance to U.S. private investors was an essential part of 
the program in the Near East South Asia region in fiscal year 1963. 

For example, in India local currency generated by the sale of 
surplus U.S. agricultural commodities was loaned to American firms 
investing in India. The equivalent of $21,612,000 in rupees was ap- 
proved for lending to U.S. firms. Also during the year, 35 invest- 
ment guaranties totaling over $40 million were signed. The United 
Arab Republic and Cyprus signed investment guaranty agreements 
with the United States during the year as an incentive to external 
investors. Under investment guaranty agreements with Pakistan, 
nearly $70 million in guaranties had been signed as of June 30, 1963. 
Joint American and Pakistani private investment was assisted in the 
fields of petrochemicals, plastics and synthetic resins, paper and 
forestry products, machine tools, and food processing. Three Cooley 
loans in the equivalent of $13 million were approved to U.S. firms or 
their affiliates in Pakistan. 


Investment in economic development in many of these countries 
must compete with military requirements. Greece and Turkey play 
important roles in NATO; Iran's security problems are compounded 
by its common borders with the Soviet Union. Pakistan's forces are 
important to the defense of South Asia. In fiscal year 1963, the Com- 
munist Chinese invasion caused an increased military budget in India, 
which was already hard pressed to meet the needs of its rapidly in- 
creasing population. 


PROGRAM CHANGES 


Fiscal year 1963 saw further steps in the transition of U.S. eco- 
nomic assistance in the region toward long-term development. 'The 
development loan component rose from 71 percent to 82 percent. of 
economic funds. Supporting assistance—including Contingency Fund 
commitments—was reduced to $110.8 million, less than half of the fiscal 
year 1962 level of $250 million. 

For the first time in years, Afghanistan and Greece received no 
supporting assistance in fiscal year 1963. Pakistan, Syria, and Iran 
received small amounts of supporting assistance from contingency 
funds only for emergency purposes. 

The strengthening of the economy of Greece in the past few years, 
the organization of the Pakistan consortium in support of that coun- 
try's development effort, and the start of a new plan period in Iran 
made it possible to shift from grant supporting assistance to develop- 
ment loan assistance in these countries. Greece and Israel received 
no technical cooperation grants during the year, since both countries 
were in a position to support their own requirements for human re- 
sources without U.S. Government assistance. 

Supporting assistance grants to Turkey, which had dropped 
steadily for several years, were again reduced, and planning was un- 
derway to permit further reductions through the use of development 
loans for capital financing. 


PROGRAM EMPHASIS 


Technical] cooperation grants for the region, totaling $56,816,000, 
financed technical assistance in 12 fields of activity, as shown in the 
following table. 

Loans totaling $779,550,000 were approved for nine countries. 
More than half of this amount. was for program loans, 1.e., spare parts, 
equipment and components, essential for the development. programs in 
India, Pakistan, Turkey, Israel, and (reece. These program loan 
commodities were procured in the United States, and approximately 
70 percent. of them were slated for use in the private sector of the host 
countries’ economies. 
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TECHNICAL COOPERATION GRANTS IN THE NEAR 
EAST-SOUTH ASIA, FISCAL YEAR 1963 


[In thousands] 


Technical Technical 
cooperation cooperation 
Field of activity develo Field of activity develop- 
men ment 
grants grants 
Food and agriculture. ...... $8, 575 || Community development 
Industry and mining........ 6, 466 and social welfare........ $199 
Transportation ............ 4,620 | Housing..................]........ 
Labor.................... 808 || General and miscellaneous. -- 6, 822 
Health and sanitation...... 3, 346 || Technical support. ......... 10, 827 
Education................. 10, 002 
Public safety.............. 2, 044 Total. nx $56, 816 
Public administration....... 3, 109 


AGRICULTURE AND POWER 


Two principal areas of concern throughout the region were agri- 
cultural development and the improvement and expansion of power 
generation. Iran continued with its land reform program—around 
which much of our assistance centers—which is helping to break down 
the feudal system which has hampered modernization programs in 
the past. The Egyptian American Rural Improvement Services— 
which has reclaimed 40,000 acres of land which had gone out of pro- 
ductive use—was nearing completion and the ground water project in 
the Western Desert successfully completed 72 test wells. 

More than $11 million of development loans to Pakistan were ear- 
marked for land reclamation, efforts to control waterlogging, and 
solving the problem of salinity which has been destroying about 
100,000 acres of formerly productive farmland each year. As part 
of this effort, construction of 1,800 tubewells was completed to serve 
1.2 million acres of cropland in West Pakistan. 

Assistance to Jordan's AID-supported East. Ghor irrigation proj- 
ect will bring water to approximately 25,000 acres of cropland in the 
Jordan Valley and help to raise the income of the 3,200 farm families 
living there. The Central Water Authority received grant aid to 
develop water resources for agriculture, industry, and home con- 
sumption. 

A $1.9 million grant to Afghanistan continued assistance to the 
development of the Helmand Valley which—with improved irrigation 
facilities—may become A fghanistan's richest farmland. 

During fiscal year 1963, technical assistance was provided to 
strengthen agricultural universities in India, Pakistan, and Turkey, 
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and to improve agricultural extension services in Afghanistan, Cyprus, 
India, Iran, Jordan, Nepal, and Turkey. 

The development of electric power generating facilities carries 
& high priority in all developing nations whether the accent is on 
industrialization, social development, or agriculture. Development 
loans to India totaling $121 million were earmarked for critically 
needed power development projects, both thermal and nuclear, de- 
signed to add more than 800 mega watts of electric generating capacity 
to India's industrial development program. A loan of $31.3 million 
was approved for the construction and expansion of thermal and 
hydroelectric generating plants in northwest Turkev. The U.A.R.'s 
industrial development was stimulated by a $30.6 million loan authori- 
zation to assist in the establishment. of a 261-megawatt thermal gener- 
ating plant near Cairo. Loan assistance was also provided for equip- 
ment, goods, and services to expand Israel's generating capacity by 
installing additional power-producing equipment at Haifa. 

Other project loans in the region were approved for industrial 
development, transportation, communications, agricultural and water 
resources, health and sanitation, and feasibility studies. 


REGIONAL PROGRAMS 


Economic assistance was given also to the Central Treaty Organi- 
zation (CENTO), principally by a $1.7 million supporting assistance 
grant to help complete an intraregional airway navigational system. 
Other regional programs in the Near East and South Asia received 
$2.8 million worth of development grants in fiscal year 1963, mainly 
for participant training in fields such as education, engineering, and 
public health at the American University in Beirut. 


FOOD FOR PEACE 


Fifteen NESA countries received some form of Food for Peace 
(Public Law 480) assistance to supplement AID's efforts during the 
fiscal year. Local currencies generated by food sales were used to 
finance development projects in some of these countries. Food for 
Peace programs also gave food to voluntary relief organizations which 
distributed it to children, the needy, and disaster victims. 
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CHAPTER VIII. FAR EAST 


The primary purpose of U.S. policy in the Far East is to insure 
the political independence and the internal security of the nations of 
the region which are directly or indirectly threatened by the growing 
militancy of Communist China. 

Substantial U.S. economic assistance is provided in the region in 
recognition of the fact that in the long run, political survival and re- 
sistance to Communist pressures require firm economic foundations and 
good prospects for social development. 

There has been considerable progress in the past decade: J apan 
has grown from a nation largely dependent on the United States for 
security against external aggression to one capable of contributing to 
its own security and the security of the entire region. 

The Philippines effectively suppressed the Communist-inspired 
Huk movement and has achieved a high level of internal stability. 

Korea retained its independence and, with U.S. aid, has developed 
a defense force capable of deterring the North Koreans from further 
military adventures. A continuing threat of military aggression in 
Vietnam, Korea, Laos, and the Republic of China makes it necessary 
to sustain large military establishments heavier than those countries 
can support with their own resources. Free world economic assistance 
is required to offset. these additional burdens. Consequently, the 
largest amounts of supporting assistance went to these countries to 
finance essential commercial commodity import programs. Well over 
half of our total economic assistance to the Far East was in the form 
of supporting assistance. Supporting assistance grants to Far Eastern 
countries have averaged $590 million annually from 1955-62. In 
fiscal year 1963, a total of $270,706,000 in supporting assistance and 
$687,200,000 in military assistance was programed for security or 
. defense in the Far East. 


AID IN VIETNAM 


The program in Vietnam supports the Vietnamese Government's 
efforts to maintain reasonable economic stability in the face of Viet 
Cong insurgency. In addition, AID assists the Vietnamese Govern- 
ment in a vigorous campaign to improve the economic and social well- 
being of the rural population to demonstrate the benefits of allegiance 
to the central government and to deprive the Viet Cong of rural 
support. 
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SUMMARY OF FAR EAST PROGRAM COMMITMENTS 
FOR FISCAL YEAR 1963 


[In millions] 
Country Development | Development | Supporting Fiscal year 
loans grants assistance ! 1963 total 
A ilb etae $1. 0 $14. 3 $15. 3 
Cambodis uS Loose ul A 8.5 11. 4 20. 0 
China (Taiwan)............... $36. 5 VA o tede: 38. 6 
Indonesig.....................|.......... 14. 8 21. 9 36. 7 
Korii ros s nus. a 30. 6 7. 2 90. 0 127. 8 
jo PE ICE rm 38. 1 38. 1 
Philippines. sses l. Sse PI de EE EE 3.3 
Thailand «oun det enen E 7.3 10. 1 17. 4 
A ceo cs ek cued EETA AA 10. 3 133. 0 143. 3 
Regional.........0....0 00.00. cede cee eee 2:9 [suus EE 12.5 
SEATO aa os (1.0)|.......... (1. 0) 
OUNCE io eee a E nnt actas ad ets dia (1.9) AAN (1. 3) 
Total $67. 1 $56. 9 $318. 8 $443. 0 


! Includes Contingency Fund. 
? Includes $.24 million for contribution to international organizations. 


The insurgency has caused export earnings to drop and has de- 
prived the government of revenues needed to maintain normal services 
in the country and to finance increased security costs of expanded 
military and counterinsurgency programs. The AID effort has there- 
fore concentrated in compensating for the loss of export earnings 
through balance of payments grants under supporting assistance. 
This AID program also provides the means through which revenues 
can be raised for maintaining normal government operations and 
financing the expanded military and counterinsurgency effort. About 
$95.0 million in supporting assistance was programed in fiscal year 
1963 for this purpose. 

In fiscal year 1963, about $28.0 million in supporting assistance 
went directly into the counterinsurgency program. To bolster the 
counterinsurgency program, a special supporting assistance fund has 
been established to import commodities specifically required by the 
program but not produced in Vietnam, such as certain medicines, fer- 
tilizers, and construction materials. 


ECONOMIC IMPROVEMENTS 


In Vietnam, Laos, and Korea, external assistance has made it 
possible to keep economic pressures under control and to sustain the 
military forces required to preserve national integrity. Many sig- 
nificant steps were taken in fiscal year 1963 by the countries them- 
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selves to better their internal economic conditions and strengthen 
their position both domestically and internationally. Korea began 
to impose measures to stabilize its economy and obtain greater cooper- 
ation from external aid sources; domestic savings in the Republic of 
China were about equal to domestic investments, while the economy 
continued to register a 6 to 8 percent annual rate of expansion during 
the 4-year period ending in 1963. "Thailand invested an average of 
16 percent of its gross national product in its own economic develop- 
ment; currency was stabilized in the Philippines during the year, the 
balance of payments position was improved, and the country's credit 
rating in the international monetary market remained high. 


DEVELOPMENT LENDING 


Development loans totaling $67,100,000 were made in the Far 
East during fiscal year 1963 to accelerate economic development. Two 
development. loans to the Republic of China were earmarked for ex- 
panding the output of a thermal power generating facility and to 
finance essential imports, primarily for private industry. "Three loans 
were authorized for Korea to extract deeper coal reserves, construct 
a thermal power plant, and to purchase 30 diesel locomotives. Despite 
the role of U.S. assistance in stimulating economic progress, the major 
reliance for expansion continued to be placed on country-owned re- 
sources. The China Development Corporation, established previously 
with U.S. assistance, continued to contribute to Taiwan’s development 
and had made 62 subloans totaling $6.2 million by the end of fiscal 
year 1963. 

TECHNICAL ASSISTANCE 


About $56.9 million in development grants was obligated for Far 
Eastern countries during fiscal year 1963, largely for activities de- 
signed to build the foundations upon which a modern economy must 
rest. In Korea, this meant helping government ministries improve 
fiscal and monetary policies, increasing the availability of credit, and 
bringing community development programs an tension services to 
rural areas. Cambodia received technical aid sh cin its agricul- 
tural productivity. strengthen its educational system, and improve its 
social services to the people. An economic and demographic census 
was carried on in the Philippines, and a timber survey made to deter- 
mine the exploitability of lumber resources. Technical assistance to 
Vietnam included malaria eradication: the provision of tools, seeds, 
and fertilizers to boost farm production ; and teacher training, textbook 
distribution, and school construction in the field of education. The 
Republic of China received highly specialized technicians in agricul- 
ture, industry, and administration, while grants to Laos sought to 
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bring food production back to self-supporting levels. During the 
past four years, U.S. technicians have initiated self-help projects in 
2,300 Laotian villages. 


TECHNICAL COOPERATION GRANTS IN THE FAR EAST 
FISCAL YEAR 1963 


[In thousands] 


Field of activity Develop- Field of activity Develop- 

ment grants ment grants 

Food and agriculture....... $4, 154 || Public administration....... $3, 528 
Industry and mining. ...... 7,256 || Community development 

Transportation. ........... 1, 622 and social welfare. ....... 924 

LADO s ERE Aet 192 | Housing.................. 1, 176 

Health and sanitation. .....| 12,823 || General and miscellaneous... 2, 348 

Education................. 8,897 || Technical support.......... 6, 225 

Public safety.............. 1, 102 ———— 

Total 21:29 PI $50, 247 


FOOD FOR PEACE 


Under Titles I and IV of Public Law 480, some $256 million worth 
of surplus agricultural commodities were sold to five countries in the 
Far East region. 


HEALTH, EDUCATION, AND AGRICULTURE 


The 10-year record of U.S. assistance in health, education, and 
agriculture in the Far East is impressive. 


Health 

A prime focus of health activities in the Far East has been the 
eradication of malaria. Fiscal year 1963 saw a continuation of this 
emphasis. A major portion of our program in Indonesia was devoted 
to this health problem with a goal of complete eradication by 1967. 
The Philippines program was also continued, aimed at stamping out 
the disease by 1969. In Thailand, the death rate from malaria has been 
reduced from 183 per 100,000 to 32 per 100,000, with total elimination 
as the final goal. Despite the attacks of the Viet Cong—which resulted 
in 7 casualties and 43 persons missing from among the medical teams— 
the malaria campaign in Vietnam was carried on in fiscal year 1963. 
U.S. doctors and medical teams were supplied to Vietnam's medical 
school to help alleviate the critical shortage created when half of that 
country's 800 doctors were drafted. A Vietnamese National Water 
Authority was established with AID assistance during the year, and 
a program of sanitation and potable water got underway. 
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Thailand's most serious health problem is the prevalence of disease 
caused by poor sanitation. Consequently, sanitation has been stressed. 
By the end of calendar 1962, sanitation practices had been undertaken 
in 3.000 Thai villages, and 800 Thai nationals had been trained in 
public health practices. Under an AID contract, a University of 
Illinois team is helping to establish a medical university in the 
northern part of the country where the ratio of doctors is one for every 
30,000 people. 


Education 


Three regional teacher training centers were established in Laos 
during the year as an outgrowth of the AID-assisted National Center, 
and 1.100 Laotians were enrolled. 

In Cambodia, 14 model elementary schools were completed, and 
5 model secondary schools and 4 classroom buildings for the National 
School of Arts and Trades were under construction. The Teacher 
Training Center graduated 200 new primary school teachers. The 
Cambodian Government drew up plans for a program of education 
reform and approved plans for a new land-grant type agricultural 
college. 

Education programs in Korea went ahead as new schools were 
constructed, providing new emphasis on technical training. Volun- 
teer university students were helping to conduct a widespread rural 
lteracv program. 

The number of students in school in Free China continued to rise; 
from 1956 to 1962 the number increased by 50 percent. 

The University of California, University of Kentucky, and Uni- 
versity of California at Los Angeles were conducting a program in 
Indonesia to improve facilities for education in agriculture, medicine, 
science, and engineering. Two hundred and ninety-two Indonesians 
were brought to the United States during the year for study under 
the participant training program, bringing the total number of 
Indonesians to receive training in this country to approximately 4,000 
since the program began. 

In 1963 alone, 141 Filipinos who will play strategic roles in their 
country's development were brought to this country for training. 

American advisors were provided for Thailand as the Thai Gov- 
ernment expanded its long-range plan for technical and agricultural 
training. 

In Vietnam, two American universities—Ohio University and 
Southern Illinois—helped to expand teacher-training and technical 
institutions. Enrollment in Vietnamese elementary and secondary 
schools has more than doubled since 1956. 


Agriculture 


For many years the United States has assisted in a wide range of 
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land and agricultural development programs around the world. In 
most of the developing countries, 80 percent of the population is 
engaged in farming or food production. Not only the health of the 
people but the health of the economy is dependent upon the condition 
of a country's food-producing capacity. In many countries, signifi- 
cant economic development must use the agricultural sector of the 
economy as a starting point to raise revenues, increase the national 
income, and develop a better inflow of foreign exchange through 
greater exports. 

Agriculture in Free China and Japan has undergone a striking 
change in the past 15 years, transforming a feudal absentee landlord 
system to a pattern of predominantly owner-operated farms. Not 
only better use of the land through irrigation, fertilizer, better seed, 
and better techniques—but a more equitable pattern of tenure is the 
objective. 

U.S. aid to Thailand in fiscal year 1963 helped to support a soil and 
water survey of 400,000 acres in the northeast ; aided construction of ir- 
rigation canals from existing reservoirs for about 30,000 acres; assisted 
with experimental stations for improved grain and livestock; and 
provided a six-man team from the University of Hawaii to assist in 
the expansion and improvement of the nation's only agricultural 
college. 

T wo hundred and fifty AID-assisted rural cooperatives were op- 
erating in Cambodia ; agricultural extension services were expanded, 
800 improved varieties of field crops were introduced and tested; and 
the quality of the local livestock was upgraded. 

The Government of the Philippines allotted approximately $4 
million of its 1963 budget to the agricultural extension service which 
has been built up over the years with American advice and assistance. 


ENCOURAGING PRIVATE ENTERPRISE 


Private enterprise and entrepreneurial efforts have made rapid 
strides despite the intensity of the East-West conflict in this area. 
A total of $103.1 million of investment guaranties has been issued 
on behalf of U.S. investors in six Far East countries as of June 30, 
1963. Pending applications totaled $336.9 million. Three types of 
specific risk investment guaranties—convertibility, expropriation, and 
war risk—are available. 

The new program of private preinvestment surveys was launched 
during the fiscal year. Eight proposals were approved in fiscal year 
1963; in Thailand for a papermill, furniture manufacturing, and a 
wire and cable factory; in the Philippines for transportation and 
supermarkets; in Malaya for fruit processing; in Korea for harbor, 
docks, and warehousing; and in Taiwan for production of machine 
parts. 
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As of the end of the fiscal year, specific risk guaranties had been 
issued on $34.9 million of U.S. private investment in Korea. Invest- 
ment guaranties in force at that time in Thailand totaled $13 million, 
applications were in process for $78.7 million more, and three pre- 
investment survey proposals had been approved. The total of guaran- 
ties issued as of June 30 in the Philippines was $11 million, two pre- 
investment surveys had been approved, and several were pending. 
Thirty-two guaranties had been concluded for investments in Taiwan 
covering $64.1 million of U.S. private funds. 

Loans totaling $8 million were made during fiscal year 1963 to 
American business firms or their affiliates overseas, using local cur- 
rency accruing from surplus food sales under Title I of Public Law 
480. Since 1959, more than $54 million worth of local currency 
loans have been made to private firms in the Far East. 


REGIONAL PROJECTS 


Regional projects received $2,469,000 in U.S. assistance in fiscal 
1963. 

€ The Mekong River-Pa Mong Area Development, a combined 
Thailand/Laos project to provide power and irrigation facilities on 
the Mekong River and aerial mapping of nine tributaries. 

9 The SEATO Cholera Research Laboratory in Dacca, East Pak- 
istan, a cooperative effort bv three American universities and the Na- 
tional Institutes of Health in cholera research and training for Asians. 

9 The Regional Malaria Training Center in the Philippines, to 
train technicians and malariologists from all over the Far East. 

9 A Regional Community Center in Thailand, coordinated by 
SEATO and based on a successful U.S. program in Thailand to train 
community development. specialists. 

9 The Asian Productivity Organization, supported by nine na- 
tions to provide member countries with technical advice and service 
in order to begin or improve small business and industry. 

9 Third country training in Japan; 193 participants from 10 
Asian, African, and Near Eastern countries received training in such 
fields as agriculture, fisheries, administration, and public affairs. 

9 4 Thai Graduate Engineering School, started in 1959, grad- 
uated 90 students from 6 countries in 1963. 
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CHAPTER IX. AFRICA 


Most of the new African nations have been independent less than 
3 years. The course of action which these new nations pursue in their 
drive toward economic and social improvements is of vital concern to 
the entire free world. 

More than two-thirds of the total free world economic assistance 
to Africa in 1962 and 1963 was provided by other than U.S. bilateral 
programs. The United Kingdom and France alone provided $725 
million in 1963, mostly in grants. Total assistance from free world 
sources other than the United States amounted to more than $1.1 
billion. 

U.S. economic assistance to Africa in fiscal year 1963 included 
$261,113,000 from AID appropriations, aproximately $230 million in 
surplus farm commodities through the Food for Peace program, and 
$19.2 million in Export-Import Bank loans. AID obligations ac- 
counted for about 11 percent of the total worldwide economic aid to 
African countries in fiscal year 1963. 

Since 1961, AID programs have shifted from emphasis on sup- 
porting assistance to emphasis on development. All U.S. commit- 
ments are measured against three general criteria: What assistance 
is available from other sources? can the host country use the aid 
effectively ? what are the strategic and economic implications for the 
United States? 

Although AID obligations were made for programs or projects in 
32 African countries during the fiscal year, more than half the com- 
mitments for the entire region were concentrated in just 4 countries: 
Nigeria, Tunisia, Liberia, and the Congo (Leopoldville). In Nigeria 
and Tunisia, AID helped to finance well-planned self-help and devel- 
opment efforts underway in both countries. In Liberia, AID sup- 
ported the beginnings of long-term development activity in a coun- 
try that has old historical ties with the United States. In the Congo, 
AID commitments supported the United Nations effort to restore 
economic and political stability in the face of a series of rebellions 
which threatened the very existence of the Congo. 


CAPITAL PROJECTS 


The fiscal year 1963 development loan program of $98.3 million 
included 23 capital projects in 13 countries, three times as many loans 
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as in fiscal year 1962. "These comprised the bulk of capital projects in 
Africa. AID's loans were concentrated heavily in the fields of power, 
communications, health and sanitation; the foundations upon which 
further social and economic progress must rest. 


SUMMARY OF AFRICAN PROGRAM COMMITMENTS FOR 
FISCAL YEAR 1963 


[In millions] 


Country Development | Development | Supporting Fiscal year 
loans grants assistanco ! 1963 total 

Algerie ec octo ie ieee tala dt ted $1.1 $0. 7 $1. 8 
Bürundbs«22 b ve dedu A O roc (2) 
is AA A Lola 1.0 
Central African Republic. ......|.......... rd A wi 
Chad i sotto ix Ubi AC LOM A ius 1.0 
Congo (Brazzaville)............|.......... T Jg . 5 
Congo (Leopoldville)...........|.......... dU D sis ema š 38. 0 
Dahomey A vnd mss ilo eta toot oa 7 
Etfhiopi8... 2:2 c6 be S edia $4.0 06 0 |. 3202s 10. 0 
ce A e ea e (AAA . 7 
Chan... yapuy das Deest etd 1:7 qp kW 1. 7 
CUIDA is 2. 4 3. 7 6. 2 12. 3 
Ivory Coast................... 1. 7 BA PR 2.5 
Kenyag........................ 2.2 2 4| SS 4. 9 
fisco M M PET" 31. 3 ll AS 39. 9 
¡A A A anc saa 2.3 9.0 11.3 
Malagasy Republic. ...........|.......... D so es saa . 5 
MAIS ASE Sa 2. 1 1. 1 7 3. 9 
Mauritania...................|.......... In t renes .1 
Moroco ineen nar ri eh A 1.1 20. 5 21.6 
NIPE O . 5 dde 1. 2 
A II 12. 1 15.0 A 27. 1 
Rhodesia and Nyasaland.......|.......... IS AA 1.8 
Senegal 5 eee ec bee bees Rn 2.2 reis oe 2. 2 
Sierra Leone..................|.......... DEO x usted 2. 5 
Somali Republic............... 3. 6 LO 22 27 ee urs 7. 6 
SUBIT Stites bor ceil Aaa 3. 8 2. ass Rd eS 6. 5 
Tanganyika................... 6. 9 1-012 uya vues 8.8 
TOLO i eb kau eo tu piedi ond Ni ird .8 
LUISA ¿xq usa cs TL e 23. 3 2. 2 6.8 32. 3 
¡A AAA ea i cea 4.4 2 5 [usd aes 6. 9 
Upper Volta. «os is RcA AA 29. A ead ss .5 
Regional. ee Zaa es Purecp eS TE dica 19.8 

Total. scis ox 655245555 $98. 3 $83. 5 $43. 9 $261. 1 


! Includes Contingency Fund. 

3 Less than $50,000. 

3 Includes $35 million in contributions to international organizations. 
* Includes $395,000 in contributions to international organizations. 
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A development loan of $24.3 million for construction of the Mount 
Coffee hydroelectric project in Liberia, approved in May 1963, illus- 
trates the use of development loans as steppingstones to further 
growth. 

The project consists of a dam and power generation facilities 
on the St. Paul River approximately 15 miles upstream from the 
capital, Monrovia, together with transmission lines and substations 
for transmitting the power to the city and surrounding areas. When 
completed in 1966, it will increase Liberia's power generation capacity 
by approximately 30,000 kilowatts. Without the Mount Coffee fa- 
cility, scarcity of power at reasonable rates would soon become a 
serious obstacle to Liberia's economic development and to achieve- 
ment of higher living standards. Part of the needed power increase 
will be financed by individual iron ore concessionaires, principally 
LAMCO and the Bong Mountain firms. 

Assistance in developing better transportation facilities is im- 
portant to almost all the African countries: Roads to open up new 
areas and permit the exploitation of natural resources; highways be- 
tween the farmland and the urban marketplaces; and mechanized 
transport equipment to link together isolated areas and promote politi- 
cal cohesion. Training and roadbuilding equipment have been pro- 
vided to many of these nations: Cumeroon, the Congo (Brazzaville), 
the Central African Republic, Dahomey, Gabon, the Malagasy Re- 
public, Togo, and Upper Volta. The program in the Congo illus- 
trates AID's assistance in transportation development in this region. 

The program began in fiscal year 1962 by financing the import 
of American roadbuilding and construction equipment. By the end 
of fiscal 1963, all the equipment had been delivered, serviced, and 
assigned to preselected highway departments, and was in operation 
maintaining vital segments of Congo’s 4,270 miles of roads and tracks. 
Auxiliary assistance was provided in fiscal year 1963 when two U.S. 
highway equipment specialists began conducting a program of train- 
ing in machine operation and maintenance to insure the most effective 
use of the equipment. 


TECHNICAL ASSISTANCE 


Development grant assistance of $83.4 million was obligated 
primarily in the fields of education and agriculture and concentrated 
in three countries: Nigeria, Liberia, and Ethiopia. These three coun- 
tries—together with African regional projects—accounted for almost 
half of the development grant total. 


Scope of the Program 
The main thrust of the programs has been in the fields of educa- 


tion, agriculture, roads and communications, health and sanitation. 
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The program in Morocco reflects the variety of programs within one 
country. 

1. Technical assistance for industrial development. included 
feasibility studies in metallurgical industries, food and fish canning, 
mining, regional development and tourism ; a Skilled Workers’ Train- 
ing Center in Casablanca which turns out over 200 students a year 
in machine shop, electrical sheet metal, automotive and diesel work; 
mobile training units that travel around the country demonstrating 
better tanning and leathermaking techniques; and permanent centers 
where instructors are trained in the modern technology of these 
industries. 

2. A rural teacher training institute has been established where 
teachers with a special agricultural orientation will be trained for 
the rural areas. Some 1,500 rural schools and 900 teacher dwellings 
have been constructed to aid in the drive against illiteracy. 

3. An agrunomic research project to establish a pilot seed proc- 
essing plant and a testing laboratory to provide the country with the 
kinds, quality, and quantity of seed necessary to increase agricultural 
yield. 

4. A livestock and poultry development program to demonstrate 
through pilot projects the benefits to be derived by the individual 
farmer from the better feeding of livestock through forage cultivation 
and storage, the improvement of pastureland, and marketing at prime 
weights preceding the dry season. 

5. The conversion to forage of about 170,000 acres of marginal 
cereal lands involving 30,000 farmers in 15 pilot areas. An estimated 
15,000 acres of pastureland in three pilot areas will be retired from 
grazing and reseeded or restored. 


TECHNICAL COOPERATION GRANTS IN AFRICA 
FISCAL YEAR 1963 


[In thousands] 


Field of activity Develop- Field of activity Develop- 
ment grants ment grants 
Food and agriculture. ...... $20, 572 | Community development 
Industry and mining....... 2, 710 and social welfare........ $1, 134 
Transportation... ......... 3,193 || Housing.................. 274 
LADO ou io de 117 || General and miscellaneous... 4, 966 
Health and sanitatior...... 5, 263 || Technical support......... 9, 223 
Education................ 25, 677 —V 
Public safety.............. 1,810 Total cbe nA $81, 303 
Public administration. ..... 6, 361 


Agriculture 

Technical assistance in agriculture has helped to create and ex- 
pand extension services; formal and academic instruction has been 
combined with extension and research; livestock training in problems 
has stressed breeding, feeding, management, economics, and disease 
control. Agricultural assistance is one of the most widespread of 
AID's activities in Africa. 

In Nigeria, AID is helping to build a modern and productive agri- 
cultural sector with agricultural training, research and extension serv- 
ices, credit and cooperatives facilities, distribution and marketing 
systems, and training for Nigerian agricultural specialists. One hun- 
dred and twenty-five young career employees of the Ministry of Agri- 
culture are presently studying agriculture at U.S. universities under 
the AID program, and 100 more will be sponsored in the next 2 years. 

Livestock industries are being developed to supply the demand 
for meat and eggs at a reasonable cost. Poultry raising has been par- 
ticularly successful, especially in eastern Nigeria where the AID- 
assisted Abakaliki Poultry Station has produced and distributed over 
150,000 day-old chicks, and trained over 500 poultry farmers. Two 
hundred AID-trained poultry farmers have established commercial 
poultry farms with from 500 to 3,000 birds. 

During fiscal year 1963, an AID adviser to Dahomey completed a 
manual of organization for an extension service modeled after the 
American pattern, and began a series of seminars, workshops, and field 
demonstrations for agricultural agents. To facilitate the movement 
of these agents throughout the country, 250 motorbikes were purchased 
with U.S.-owned funds. U.S.-owned Dahomean currencies were also 
used to support a program under which selected disease-resistant cattle 
are raised and distributed to farmers. The farmers repay later with 
an equal number of cattle, thus creating a “revolving” herd for further 
distribution. As of the end of the fiscal year, 15 villages had benefited 
from this cattle improvement program. 

In Niger, AID works in cooperation with the local Young Farm- 
er's Training Center to improve agricultural education and extension 
services. AID funds provided U.S. technicians and helped construct 
a headquarters building. A start has been made on a program to 
teach young farmers modern farming techniques. Other U.S. funds 
were used to help drain 2,500 acres of land in south-central Niger so 
that farmers could plant shortly after the end of the rainy season in- 
stead of waiting the customary 8 weeks for natural draining to take 
place. 


Education 


In education, AID's heaviest emphasis has been placed on teacher 
training, secondary education, and activities in which the United States 
has a special competence : multipurpose secondary schools, for example, 
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and the *land-grant" college system of relating undergraduate edu- 
cation to community needs. 

Sizable strides forward have been made with U.S. assistance, but 
great problems remain. For example, there are now about 163,000 
pupils in elementary schools in Ethiopia, almost 3,000 in post-high 
school studies, and 26,000 in secondary schools. The overall literacy 
rate, however, remains less than 5 percent. 

Liberia's progress in education since 1950 is indicated by the in- 
crease in the number of schools: from 270 to 800; number of teachers: 
684 to 2,594 ; enrollment : 24,000 to 77,270. The government's allocation 
of budget funds has risen from $110,000 to $4,500,000. 

With U.S. aid, two rural teacher training institutes have been 
established which will provide 200 graduate teachers a year. Three 
rural demonstration centers have been established, and since 1955, 
28 self-help schools, accommodating 3,500 students, were constructed. 
Forty more schools are being built. Teams from Cornell University 
and San Francisco State under AID contract were working on 
upgrading higher education in the Monrovia school system. 

U.S. education assistance to Nigeria concentrated on teacher train- 
ing, agricultural education, and administration in teacher colleges, 
universities, and secondary schools. Two demonstration comprehen- 
sive secondary schools are being established at Aiyetoro and Port 
Harcourt, through AID contracts with Harvard and the University 
of California at Los Angeles, respectively. AID is also assisting in 
the construction and development of several colleges and universities 
in Nigeria, sometimes in collaboration with other nations, private 
organizations, and U.N. affiliates. 

A University of East Africa has recently been established which 
incorporated the Royal College (Nairobi, Kenya), Makerere College 
(Kampala, Uganda), and University College (Dar es Salaam, Tan- 
ganyika) under the general direction of the Royal College in Nairobi. 
Through specific aid to the Union of East Africa, AID hopes to pro- 
mote such regional cooperation in university education. 


Health 


In health, the focus has been on preventive medicine, the public 
health system concept, and sanitary engineering. 

To counter severe public health problems which abound in the 
developing nations and hinder their economic development, AID 
seeks to make the benefits of modern medical science available to as 
many peoples as possible. Assistance to Mauritania and the Ivory 
Coast helped to build rural dispensaries. Medical supplies and equip- 
ment have been sent to Gabon to further endemic disease control. The 
highly successful measles inoculation program, which saved the lives 
of from 100,000 to 200,000 children in Upper Volta during the first 
few months of its operation, is being expanded. Local currencies gen- 
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erated by sales of U.S. commodities in Cameroon have been used for 
maternal and child health care clinics, village water supply systems, 
and the construction of local dispensaries. 

In Ethiopia, more than 200 public health officers, nurses, and 
sanitarians have been trained, and 210 health stations are in operation, 
but further progress is urgently needed. 


FOOD FOR PEACE 


The principal recipients of Food for Peace assistance were Algeria, 
Congo (Leopoldville), Morocco, and Tunisia. 

Algeria became independent in July 1962 and was faced with 
severe economic dislocation and massive unemployment after nearly 8 
years of guerrilla warfare. Under Food for Peace, more than 350,000 
tons of agricultural commodities were distributed to 4 million people 
through the International Red Cross, Catholic Relief Services, and 
Church World Services. AID also supplied 1,000 tents and emergency 
medical teams. 

Surplus food was also provided to combat starvation in the Congo 
(Leopoldville) in areas where, previously, as many as 200 people a day 
were dying. Over half of the authorizations for Morocco and Tunisia 
were under Title II, mostly for emergency assistance. 


ECONOMIC PROGRESS 


AID’s activities are keyed to the attempts being made by the local 
governments to improve and stabilize their economies by self-help and 
self-discipline. 

For example, the existence of a relatively large cadre of well- 
trained personnel in Tunisia, dedicated to their country’s development, 
was a contributing factor to the marked increase in gross capital in- 
vestment which took place in Tunisia during the first year of their 
plan—an increase from $162 million in pre-plan 1961 to $220 million 
in 1962. Estimated investment for 1963 was $240-$250 million. 

The Government has taken steps to control inflation and increase 
domestic savings, and growth rates are picking up momentum. Gross 
domestic production rose 10 percent in 1962, gross investment ad- 
vanced some 18 percent, agriculture production 20 percent, with 
smaller increases in manufacturing, transportation, and services. 
Preliminary 1963 data indicates a continuing upward trend. 

As a result of prior U.S. assistance in education, public adminis- 
tration, and fiscal management, 20 new national laws have been en- 
acted reorganizing and improving ministries essential to development 
of human and natural resources in Liberia. 

While Nigeria's exports increased 6 percent to $500 million, its 
foreign exchange reserves dropped from $331 million at the end of 
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1962 to $300 million by mid-1963. The National Development Plan 
for 1962-68 will seek to maintain the ratio of investment to gross na- 
tional product at approximately 15 percent. The gross national prod- 
uct is expected to continue to rise at a rate of 4 to 4.5 percent annually. 
In order to maintain this rate of growth without further depleting its 
foreign exchange reserves, Nigeria estimates it will need external assist- 
ance, both public and private, totaling $900 million. The United 
States, subject to the terms of the Foreign Assistance Act, has agreed 
to support the Nigerian Development Plan with $225 million in assist- 
ance over the 6-year period of the plan. 


SUPPORTING ASSISTANCE 


Supporting assistance to the African region during fiscal year 
1963 totaled approximately $37.7 million, not including $6.2 million 
in contingency funds. Morocco, with a $20 million supporting assist- 
ance loan, was the largest single recipient. The balance of U.S. sup- 
porting assistance was committed largely for commodity import pro- 
grams in Guinea, Mali, and Tunisia. Small amounts were used for 
emergency programs in Algeria, Libya, Mauritania, Morocco, and 
Tunisia. 
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CHAPTER X. OTHER FREE WORLD 
ASSISTANCE 


During fiscal year 1963, the United States continued its efforts to 
achieve a more equitable sharing of the burden of international 
development assistance and to improve coordination of resources and 
terms. Thesecond annual review of the Development Assistance Com- 
mittee of OECD inthe spring of 1963 reported : 

The total net flow of official long-term financial resources from 
member countries to less-developed countries and multilateral agencies 
in 1962 was maintained at about $6 billion, approximately the 1961 
level. Preliminary estimates indicated some increase was likely in 
1963. 

A number of DAC countries showed significant increases in 1962 
in the rate of bilateral commitments, particularly the United Kingdom, 
which showed a 40 percent increase. 

Total net aid disbursements (generally of prior-year commit- 
ments) by countries other than the United States decreased slightly 
from $2.52 billion to $2.35 billion, even though France, the Nether- 
lands, and Portugal showed significant increases. 

The net flow of private investment decreased between 1961 and 
1962 from $2.64 billion to $2.44 billion. The major part of the decline 
was caused by the amortization of previous investments by the U.S. 
petroleum industry in Latin America. Other sectors showed an in- 
creased flow of investment. 

Other DAC members continue to show a higher net rate of private 
investment flow than the United States, although the total decreased 
slightly from $1.60 billion in 1961 to $1.53 billion in 1962. 

A resolution was adopted in April 1963 recommending that DAC 
members relate the terms of their aid to the debt service capacity of 
the recipient country. Several countries extending bilateral aid on a 
loan basis did show an appreciable softening of their terms, and the 
British announced a new policy of extending aid on softer terms. 

DAC members showed increasing interest in coordinating their 
aid efforts in various countries including East Africa, Thailand, and 
Somalia. France extended $150 million in credits to Mexico, $30 mil- 
lion of which was at a concessionary interest rate. 

The OECD Development Center began operations in 1963. The 
Center will have a documentation service, provide training and ad- 
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visory services in economic development, and organize conferences 
where there is a need. It will also act as a catalyst in these areas in 
connection with other institutions. 

Other free world aid coordination during the year: 

€ The meeting of the Pakistan Consortium in May 1963 suc- 
ceeded in raising $430.2 million in pledges for the fourth year of Paki- 
stan’s second 5-year development plan. The United States provided 
$212.5 million, or slightly less than half of the total. The previous 
U.S. pledge for the second and third years of the plan had been $500 
million, or about 53 percent of the total. 

@ The India Consortium held meetings in the spring and sum- 
mer of 1963 which resulted in pledges of assistance amounting to 
$1,052.1 million for the third year of India's 5-year development plan. 
The United States pledged $435 million, or about 41 percent of the 
total, a slight decrease from its pledges for the first 2 years of the 
plan. 

9 The IBRD, as administrator of the Indus Basin Development 
Fund, continued its efforts to reach agreement with contributing coun- 
tries and Pakistan on a plan for future works projects and funding 
of the increased costs of the Indus Basin program. Work progressed 
on the construction of several components of the Indus program, 
including Mangla Dam, three link canals, and a barrage. 

9 Consultative groups for Nigeria and Tunisia, formed under 
the aegis of the World Bank, held meetings during fiscal year 1963 
to coordinate foreign assistance. In January 1963 a similar group 
was organized to coordinate assistance to Colombia. 

9 The role of the Colombo Plan in the economic development and 
regional cooperation of South and Southeast Asia has been under 
continual review. The United States supported a proposal by mem- 
ber countries of ECAFE to establish in early 1964 an Asia develop- 
ment institute to train personnel and improve economic planning. 
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AID ADVISORY COMMITTEES 


FOREIGN EXCHANGE COMMITTEE—SUBCOMMITTEE 
ON AID MATTERS 


Advises the agency on methods of financing operations, procurement 
regulations and requirements, and problems pertaining to U.S. 
banking. 


ARTHUR BaRDENHAGEN, Assistant Vice President, Irving Trust Co. 

MILTON S. Cog, Assistant Vice President, Chase Manhattan Bank. 

E. G. Grimm, Vice President, Bankers Trust Co. 

ARTHUR C. Kryrmer, Vice President, Chemical Bank New York Trust 
Co. 

JOHN L. O'HaLLORaN, Sr., Vice President, Manufacturers Trust Co. 

VINCENT G. Porrer, Vice President, Morgan Guaranty Trust Co. 

Lrovp B. Mansrie.p, Assistant Vice President, First National City 
Bank. 

Henry REUTER, Vice President, Marine Midland Trust Co. 


AID COORDINATION ADVISORY GROUP 


Advise as necessary on matters of mutual security. 


WirLiAM P. Bunpy, Deputy Assistant Secretary, International Se- 
curity Affairs, Department of Defense. 

Horus D. CHENERY, Assistant Administrator, Program Coordination 
Staff, AID. 

KeNNETH Hansen, Assistant Director, Bureau of the Budget. 

JEFFREY C. KiTcHEN, Deputy Assistant Secretary for Politico-Mili- 
tary Affairs, Department of State. 

RorerT W. Komer, White House. 

Adm. H. SxtrH, Joint Staff, Department of Defense. 


ADVISORY COMMITTEE ON ECONOMIC DEVELOPMENT 


Advises the Administrator and senior staff in the fields of research, 
evaluation, and planning assistance. Provides a channel of com- 
munication between the Agency and professional communities in- 
volved with development. 
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Vincent Barnett, President, Colgate University. 

EmtLE Despres, Director, Research Center in Economic Growth, Stan- 
ford University. 

Joun W. GARDNER, President, Carnegie Corporation of New York. 

ALLAN R. HoLMBERG, Professor of Anthropology, Cornell University. 

Epwarp S. Mason, Professor of Economics, Harvard University. 

Max MIrLIKAN, Director, Center for International Studies, Massachu- 
setts Institute of Technology. 

Lucian W. Pre, Professor of Political Science, Center for Interna- 
tional Studies, Massachusetts Institute of Technology. 

TuroporE W. ScmuLrz, Professor of Economics, University of 
Chicago. 

DEVELOPMENT LOAN COMMITTEE 


The Committee, under the direction of the Administrator, estab- 

lishes standards and criteria for lending operations. 

Davi E. Bett, AID Administrator. 

JOHN C. Bururrr, Assistant Secretary of the Treasury. 

GRIFFITH G. JoHNsoN, Assistant Secretary of State for Economic 
Affairs. 

Hanoup F. Linper, Chairman of the Board of Directors of the Export- 
Import Bank of Washington. 

Seymour M. Peyser, Assistant Administrator, Office of Development 
Finance and Private Enterprise, AID. 


U.S. PUBLIC ADVISORY BOARD 


Appointed in the fall of 1961 to guide and assist in the preparation 
of the U.S. presentation at the “U.N. Conference on the Application 
of Science and Techology for the Benefit of the Less Developed Areas,” 
in February 1963. 


DrrrrEv W. Bronk, President, The Rockefeller Institute. 

Harrison Scorr Brown, Foreign Secretary, National Academy of 
Sciences. 

RoBerT ALAN CHaRPIF, Director, Advanced Projects Research, Union 
Carbide Co. 

Freperick H. Harnison, Professor of Economics, Princeton Univer- 
sity. 

J. GEORGE Hannan, The Rockefeller Foundation. 

J. Herpert HorroMox. General Manager, General Engineering Labo- 
ratory, General Electric Co. 

ALLAN R. HorMnrna, Professor of Anthropology, Cornell University. 

WiLLiAM A. W. Krens. Vice President, Arthur D. Little Co. 

Isapor LuntiN, Economic Consultant, 20th Century Fund. 

Warsu McDrnMorr, Chairman, Department of Public Health and 
Preventive Medicine, Cornell University. 
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Max MILLIKAN, Director, Center for International Studies, Massachu- 
setts Institute of Technology. 

RoBERT Swain Morison, Director, Medical and Natural Sciences, 
Rockefeller Foundation. I 

ARTHUR T. Mosmer, Executive Director, Council on Economic and 
Cultural Affairs, Inc. 

Frank Press, Professor of Geophysics, California Institute of Tech- 
nology. 

IsipoR I. Rast, Consultant at Large to the President's Science Advisory 
Committee. 

Thomas J. WATSON, JR., President, International Business Machines, 
Inc. 

JERROLD RinacH ZACHARIA, Professor of Physics, Massachusetts In- 
stitute of Technology. 


ADVISORY COMMITTEE ON VOLUNTARY FOREIGN AID 


Established as successor to the War Relief Control Board in 1946 by 
the President to correlate Government aid programs with those of 
voluntary aid agencies. Certifies agencies eligible for oversea freight 
costs of relief and rehabilitation supplies for distribution under Public 
Law 480. 


WiLLIAM L. Barr, retired. 

Gorpon M. Carrns, Dean, College of Agriculture, University of Mary- 
land. 

Uco Carvsi, retired. 

Marearet Hickey, Contributing Editor, Ladies’ Home Journal. 

Rarmonp F. McCoy, Dean, Graduate School, Xavier University, Cin- 
cinnati. 

JAMES T. NICHOLSON, retired. 

J. Encar Ruoaps, President, J. E. Rhoads & Son, Wilmington, Del. 

Lessine J. RosENwaALD, Chairman, Rosenwald Fund. 

ELmorE R. Torn, Trans-Continental Gas Pipeline Corp. 

ChHarLes P. Tarr, Lawyer. 


COOPERATIVE ADVISORY COMMITTEE 


Agricultural and cooperative specialists bringing to bear the knowl- 
edge, resources, and experience of non-Government organizations on 
the Agency's development program. 


Homer L. BRINgELEY, Executive Vice President of National Council 
of Farmer Cooperatives. 

CuypE T. Eruis, General Manager, National Rural Electric Coopera- 
tive Association. 
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GrnRIT VANDER ENDE, President, National League of Insured Savings 
Associations. 
Leon KEYsERLING, Economic Consultant. 


y. Murray D. LincoLN, President, Cooperative League of the U.S.A. 


R. C. Moraan, President, Credit Union National Association. 

HznscireL D. Newsom, Master, National Grange. 

JAMES G. Parron, President, National Farmers Union. 

WALTER REUTHER, President, United Auto Workers. 

SYLVESTER C. SMITH, JR., President, American Bar Association. 

ChHarLes B. Suuman, President, American Farm Bureau Federation. 

Bishop Epwarp E. Swanstrom, Honorary Chairman, Executive Com- 
mittee of the American Council of Voluntary Agencies for Foreign 
Service. 

M. W. Tuatcuer, President, National Federation of Grain Cooper- 
atives. 


THE INTERAGENCY POLICE GROUP 


Advises on training and technical assistance programs of modern 
law enforcement methods and personnel. 


Byron Exc, Director, Office of Public Safety, AID (Chairman). 

Courtney A. Evans, Assistant Director in Charge of Special Investi- 
gations Division, Federal Bureau of Investigation, Department of 
Justice. 

ARNOLD SaGaLYN, Director, Law Enforcement Coordination, Treasury 
Department. 

ABE J. Moses, Officer in Charge, Internal Defense Policy, Politico- 
Military A ffairs, Department of State. 

Maj. Gen. Raren Bvrcurns, Provost Marshal of the U.S. Army. 


AD HOC ADVISORY COMMITTEE ON FERTILIZER 
PROCUREMENT 


Members acting as individuals serve to review proposed AID ferti- 
lizer procurement policies and practices when requested. 


JOHN C. BENNETT, American Cyanamid Co., Princeton, N.J. 

Porter Brinton, Hydrocarbon Products, New York, N.Y. 

Epwanp W. GAMBLE, JR.. Monsanto Chemical Co., Washington, D.C. 
EARL GrETrINGER, Woodward & Dickerson, Inc., Philadelphia, Pa. 
Joux W. Harr. Potash Co. of America, Denver, Colo. 

Leonarp Linvon, Central Resources Corp., New York, N.Y. 
WiLLiAM F. Price, Swift & Co., Chicago, Ill. 

W. E. SHELBURNE, Armour Agricultural Chemical Co., Atlanta, Ga. 
U.S. TEN Eycxe, Interore & Fertilizer Corp., New York, N.Y. 
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ADVISORY COMMITTEE ON HOUSING AND 
URBAN DEVELOPMENT 


Provides advice and guidance in the administration of its responsi 
bility in making investment guaranties for housing projects in ac- 
cordance with sections 221 and 224 of the Foreign Assistance Act of 
1962 and general guidance in the development and administration of 
the Agency's program of housing and urban development. 


CHARLES ÁBRAMs, Housing Consultant to the United Nations. 

ALEXANDER Bookstaver, Economic Advisor for AFL-CIO. 

W. Evans Buchanan, President, National Association of Home- 
Builders. 

NEAL Harpy, Consultant to Ford Foundation on housing and urban 
development. 

Ravwoxp P. Haro. President and Chairman of the Board, Worcester 
Savings & Loan Association. 

NATHANIEL Š. Krrri, President, National Housing Conference. 

JosEPH McMtrray, Chairman, Federal Home Loan Bank Board. 

Lrovp Ropwin, Massachusetts Institute of Technology. 

Frank M. Summers. Attorney. 

ARTHUR TONSMEIRE, JR.. President, First Savings & Loan Association, 
Mobile, Ala. 

BENJAMIN TURNER, Attorney and homebuilder. 

RonERT Weaver, Administrator, Housing and Home Finance Agency. 

CHARLES WELLMAN, President, American Savings & Loan Association 
of Whittier, Calif. 

WiLLIAM L. C. Wueaton, University of California, Department of 
Urban Planning. 


COMMITTEE TO STRENGTHEN THE SECURITY OF THE 
FREE WORLD 


This committee was created by the President of the United States 
on December 10, 1962, to examine U.S. military and economic assist- 
ance programs to determine whether their scope and distribution was 
contributing to the optimum security of the United States and the 
economic and political stability in the free world. The committee re- 
ported its findings on March 20, 1963. 


Gen. Lucius D. Cray, Chairman, U.S. Army (retired), Lehman Bros. 

Rosert B. ANDERSON, former Secretary of Treasury. 

EucEnr R. BLACK. Chase Manhattan Bank. 

CLrrFORD Harpin, Chancellor, University of Nebraska. 

Rosert A. Lovett (retired), former Secretary of Defense. 

Epwarp S. Mason, Professor of Economics, Center for International 
Affairs, Harvard University. 


85 


L. F. McCoLLum, President, Continental Oil Co. 
Gerorce Meany, President, AFL-CIO. 
ERMAN PHLEGER, Brobeck, Phleger & Harrison. 
OWARD A. Rusk, M.D., Institute of Rehabilitation. 


LABOR EDUCATION ADVISORY COMMITTEE 


Evaluates and recommends guidelines for trade union and labor 
education programs in developing countries. 


Donatp S. Beatriz, Executive Secretary, Railway Labor Executive 
Association. 

SvLviA GOTTLIEB, Assistant to the President, Communications Workers 
of America. 

FreD K. Horn er, JR., Director, Labor Program Service, Michigan 
State University. 

ANTHONY Lucnek,' Professor of Labor Education, University of 
Wisconsin. 

Matrice F. Nevrewp, Professor, New York State School of Industrial 
and Labor Relations, Cornell University. 

JosePH P. O'DoNNFLL, Executive Director, Harvard Trade Union 
Program, Harvard University. 

LAWRENCE Roary, Director of Education, AFL-CIO. 

ANTHONY G. WEINLEIN, Research and Education Director, Building 
Service Employees’ International Union. 


1 Resigned during fiscal year 1963. 


LABOR ADVISORY COMMITTEE FOR THE ALLIANCE 
FOR PROGRESS 


Provides advisory services for government labor programs in the 
Alliance, and a coordinating channel for non-Government projects. 


Joseru A. Beirne, President, Communications Workers of America, 
AFL-CIO. 

Davin Duptnsky, President, International Ladies’ Garment Workers’ 
Union, AFL-CIO. 

JosEpH T. KENNeEpy, Assistant President, United Mine Workers of 
America. 

O. A. Knicut, President, Oil, Chemical & Atomic Workers Interna- 
tional Union. 

Davin J. McDonatp, President, United Steel Workers. 

ANDREW C. MeoLerntan, Inter-American Representative, AFL-CIO. 

GEORGE Meany, President, AFL-CIO. 

Paur Reep,? International Representative, United Mine Workers of 
America. 


3 Kennedy replaced Reed during fiscal year 1963. 
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WALTER REUTHER, President, United Auto Workers. 

Exin Reve, Chairman, Executive Council, Textile Workers Union 
of America. 

SERAFINO RoMUALDI, Inter-American Representative, AFL-CIO. 

JAMES A. SUFFRIDGE, President, Retail Clerks International Associa- 
tion. 


AID ADVISORY COMMITTEE ON RESEARCH 


Established in December 1962 to advise on the development and ad- 
ministration of sound policies and programs in research on the prob- 
lems of the developing countries. A subpanel reviewed all research 
projects of the fiscal year 1963 research program, and made recom- 
mendations for action. 


Harrison Scotr Brown, California Institute of Technology. 

RoserT W. Carrns, Hercules Powder Co. 

Rosert ALAN CHARPIE, Union Carbide Co. 

MerLe Farnsop, Harvard University. 

ALLAN R. HoLMBERG, Cornell University. 

Warsu McDermott, Cornell University. 

Max MILLIKAN, Center for International Studies, Massachusetts In- 
stitute of Technology. 

A. H. Moseman, Rockefeller Foundation. 

ARTHUR T. Mosuer, Council on Economic and Cultural Affairs, Inc. 

KENNETH H. Parsons, University of Wisconsin. 

Rocer ReveELLE, University of California. 

EvcENE B. SEOLNIKOFF, Massachusetts Institute of Technology. 

ABEL Wotman, Johns Hopkins University. 

JERROLD R. ZACHARIAS, Massachusetts Institute of Technology. 


INTER-AGENCY COMMITTEE ON COMMUNITY 
PARTICIPATION 


Provides guidance, procedures, and materials for community hos- 
pitality activities for foreign students and trainees. 


MILDRED ALLPORT, U.S. Information Agency. 

WirLIAM BELL, U.S. Information Agency. 

RonEnTA CLARK, Department of Agriculture. 

CaLverT L. Deprick, Department of Commerce. 

R. L. Eastman, Bureau of Reclamation. 

Doris FEssLER, Office of Education, Department of Health, Educa- 
tion, and Welfare. 

Col. J. S. Harsison, Department of the Army. 

Jose?H Hume, U.S. Information Agency. 
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CuanLEs E. JOHNSON, JR., Census Bureau. 
Gorpon J. Kent, Federal Communications Commission. 


d "NWinniAM LrrrLeyoHN, Department of Health, Education, and 
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Welfare. 

Perer C. LoerEeNs, Housing and Home Finance Agency. 

Noan N. Norman, U.S. Public Health Service. 

Heren Rince, Counsel for Community Services to International 
Visitors. 

R. A. SoreN, Department of the Interior. 

MARGUERITE SMITH, Federal Aviation Agency. 

DoroTHY J. Stacey, Department of Health, Education, and Welfare. 

Joan D. Trevux, Bureau of Land Management, Department of the 
Interior. 

Berry West, Department of Labor. 
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President's Letter of Transmittal 


To the Congress of the United States: 


I am pleased to transmit the Annual Report on the Foreign 
Assistance Program of the United States for fiscal year 1964. It 


demonstrates that our program of international assistance is fulfilling 
its promise to the world and to America. 

We are engaged in this great effort for many reasons. We seek to 
alleviate poverty, starvation, and disease. We seek also to resist 
. aggression and to promote independence and self-determination for 
` the people of other nations. 

In these pursuits there is no conflict between “humanitarian” 
goals and “national” goals. Our own security rests on the security 
of others. Their good health is our good health. As they prosper 
we prosper. Our concern must—and does—transcend national 
borders. 

Neither is there conflict between “economic” goals and “military” 
goals. Neither purpose is sufficient by itself. Military security with- 
out economic and political development brings no lasting benefits; 
economic help to people vulnerable to aggression would largely be 
wasted. 

In promoting the growth of free nations, the United States must 
serve both as partner and leader. We travel a difficult road. On the 
basis of our experience in recent years, I am persuaded that we are on 
the right road. 

The Agency for International Development is successfully apply- 
ing a hard test of where and how our limited resources will yield the 
greatest rewards: 


—by enlisting America's private resources in what is increasingly 
a joint endeavor. AID specific risk guaranties of American 
private investment in the less-developed countries, for instance, 


H e , reached a record of nearly $1.4 billion in fiscal 1964, an amount 
p > hy almost triple that of the previous year. 
6 è  —by centering AID's effort in those countries, relatively few 
v e in number, which are able to follow the disciplined and arduous 
path to progress. 


—by concentrating more on long-term development which fosters 
self-sustaining growth and an eventual end to the need for 
external aid. 


iii 


In fiscal year 1964, more than 45 percent of the total AID program 
was in the form of development assistance. This compares to 25 
percent 3 years ago. 

At the same time, AID was able to make savings of more than 
$9 million by introducing increasingly higher standards of operating 
efficiency into its administrative structure and by reducing direct- 
hire employment by more than 1,100. 

Statistics cannot tell the whole story. Recipient countries in- 
creasingly understand that we are engaged in a common enterprise. 
The relatively small measure of resources that the United States can 
provide must largely serve only as a catalyst for their own efforts. 
Many nations, accustomed to tradition, are finding solutions to modern 
problems through new techniques: increased savings, effective land 
reform, efficient tax systems, and other steps toward progress. 

Nothing gives me greater satisfaction than the progress of the 
Alliance for Progress, which with strong U.S. participation is bring- 
ing significant changes in Latin America: 


—In Ecuador, a 146-mile, all-weather highway has been completed 
connecting the capital city, Quito, and the coastal city of 
Quevedo. The road traverses some of the most difficult moun- 
tain terrain in the world. It has opened up rich coastal land 
to settlers. 

—in Chile, a $5 million loan to assist the Central Savings and 
Loan Bank has supported a nationwide system of new private 
savings and loan associations. Twenty-two such associations 
are now operating. These thrift institutions had financed the 
construction of more than 10,000 homes by the end of 1963, 
and 10,000 more were to be built in 1964. 

—in Brazil, an AID agreement is helping improve the living 
standards of 25 million people in the Northeast, one of Latin 
America’s major underdeveloped areas and politically one of 
the most vulnerable to Communist influence. A total of 270 
health units has been constructed or renovated. Water supply 
units are under construction in 70 cities and towns. Electricity 
has come to 73 towns; 2,290 new homes and 2,900 classrooms 
have been built. Twenty-four teacher-training and supervisory 
centers have been established. An additional 14,000 classrooms 
are under construction. Agreements for the training of 28,000 
teachers have been made; 4,700 have actually completed their 
courses. 


AID’s story extends to many other parts of the world: 


—in West Pakistan, a development loan to expand the capacity of 
the railway system helped the Pakistan Western Railway to 
handle the increasing transportation load for the first time 
in several years. 
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—in /ndia, an intensive effort to streamline the teaching of science 
and mathematics in order to develop higher skills among Indian 
youth was conducted with U.S. assistance. AID financed 44 
six-week institutes at 34 locations in which 80 U.S. college and 
high school educators demonstrated modern teaching techniques 
to some 1,700 Indian teachers. 

—in /srael, work was completed on the modernization of Lod 
International Airport, near Tel Aviv, which is used by a dozen 
international airlines. A local currency loan made earlier by 
the United States financed the installation of American-made 
navigation, communications, and radar equipment to improve 
efficiency and safety at the airport. 


—in Afghanistan, a U.S. firm of industrial consultants under AID 
contract is investigating the development possibilities of a vari- 
ety of local private industries which could produce goods for 
export or to replace imports, thus strengthening that country's 
balance of payments position. 


—in Zran, a project conducted by the Iranian Army with the as- 
sistance of the U.S. AID Mission and the U.S. Military Assist- 
ance Advisory Group, provides training for soldiers in nine 
vocational fields. 


—in Taiwan, the Shihmen multipurpose dam was completed in 
June 1964 with AID assistance. The project includes a 436-foot 
dam, a 256,000-acre-foot reservoir, two 45,000-kilowatt genera- 
tors, a new irrigation canal system, and a public water supply 
system. Besides providing the new power source, the dam 
project will irrigate about 145,000 acres of double-crop paddy 
fields and reduce flood damage in the Taipei area. 


—in Korea, 30 new diesel electric locomotives financed by a U.S. 
loan are now in operation. Because of greater efficiency and 
load capacity, they are expected to save more than $1 million 
a year in foreign exchange expenditures for fuel. 


—in the Philippines, a new coconut processing system which could 
revolutionize this food industry was developed in a research 
project directed by the Armour Research Institute, working 
with the National Science Foundation under an AID contract. 

—in Nigeria, AID-sponsored projects at the University of Nigeria 
and at the Aijetoro and Port Harcourt comprehensive schools 
are revolutionizing secondary and higher education, adapting 
it more closely to that country’s development needs. 


1 Slowly, but I believe steadily, all these efforts are leading nations 
to greater economic prosperity and social stability. Countries such 
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as Greece, Taiwan, and Israel, long recipients of our economic support 
and encouragement, are emerging to & stage of progress where they 
no longer need our economic assistance. Other nations, poised at the 
crossroads of political decisions, are watching. We must not—and we 
will not—falter in building this bridge to a more peaceful future. 


Lynpon B. JoHNsoN 
THe Warre House. 


May 1965 
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I. FISCAL YEAR 1964 PROGRAM 
SUMMARY 


During fiscal year 1964, United States programs of economic and 
military assistance continued to contribute to the development and 
security of the underdeveloped countries of the free world. 

The year was marked by significant progress in the mobilization 
of private resources in the development effort, by steady improvement 
in the administration of assistance programs, and by continued em- 
phasis on assistance for long-term development and growth. 

The relative proportion of the program used for long-term devel- 
opment assistance continued to increase: 


By fiscal year 1964, development assistance (Development 
Loans and Technical Cooperation) accounted for more than 
45 percent of the combined military and economic assistance 
programs, compared with less than one-fourth as recently as 
fiscal year 1961. 


The concentration of assistance efforts on key countries increased 
during the year: 


Ten countries accounted for 73 percent of direct AID assist- 
ance to countries in fiscal year 1964; in fiscal 1963, the 10 
principal country programs accounted for 63 percent of direct 
AID assistance. 


AID continued to move the bulk of its assistance programs from 
a grant to a loan basis: 


In fiscal year 1964, loans constituted 69 percent of AID 

assistance to other countries, the highest proportion in the 

history of the program and an increase of seven percent over 

the previous year. During the Marshall Plan, nearly 90 per- 

cent of all economic aid to Europe was provided on a grant 

basis. 

Significant progress was achieved in AID programs designed to 
enlarge the role of America's private resources in the international 
development effort : 

A sharp increase occurred in issuance of Investment Guar- 


anty insurance against risks of American private investment 
in the developing countries. AID issued a total of $596 


million in new specific risk coverage during fiscal year 1964, 
nearly three times the coverage issued during fiscal 1963. 


Assistance to intermediate credit institutions—which support 
private ventures in the developing countries—reached the highest 
level to date: 


In addition to providing technical assistance to development 
banks, housing credit institutions and savings and loan asso- 
ciations, AID authorized a record $125 million during 
fiscal year 1964 for seed capital loans to 21 intermediate 
credit institutions in 15 countries, the largest amount for any 
fiscal year. 


New ways were explored to increase the role of private enterprise 
in development, including establishment of a Businessmen’s Informa- 
tion Center in AID, inauguration—under private auspices but with 
AID help—of the International Executive Service Corps, and ap- 
pointment of a top-level Advisory Committee on Private Enterprise. 

Administrative reforms and management economies during fiscal 
1964 included these developments: 


AID employment was sharply reduced, by a total of 1,140 
direct-hire U.S. and foreign national employes to a level of 
15,642 at the close of fiscal year 1964. The reduction— 
achieved entirely within fiscal 1964—saved more than nine 
million dollars in salaries and related costs during the year. 
Evaluation of AID field performance was tightened during 
the year with the establishment of an Operations Evalua- 
tions Staff to monitor the efficiency and effectiveness of AID 
Missions. 


COMMITMENTS IN FISCAL YEAR 1964 


The United States committed a total of $3,505,598,000 for pro- 
grams of economic and military assistance under the Foreign Assist- 
ance Act during fiscal year 1964. 

Of this amount, about. one-third, $1,231,800,000, was committed 
for the Military Assistance Program administered by the Department 
of Defense. The fiscal 1964 Military Assistance Program was 
sharply limited by a 29 percent reduction in appropriations below the 
amount originally requested. The one billion dollars in new appro- 
priations for military assistance in fiscal 1964 was the smallest appro- 
priation in the 14-year history of the program. A summary of the 
fiscal 1964 Military Assistance Program will be found in Chapter V 
of this report. 

For economic assistance, the Agency for International Develop- 
ment committed a total of $2,273,798,000 during the fiscal year ending 
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June 30, 1964. The needs of the less-developed countries, and the 
improved record of self-help performance by many recipient countries 
absorbed virtually all of the funds available for economic assistance 
during the year. 

In consequence, there remained less than $28 million in unobli- 
gated balances at the end of the fiscal year available for use in fiscal 
year 1965. "This amounted to a little more than one percent of total 
funds available—the smallest such amount since fiscal year 1955. 

Total economic assistance commitments for fiscal 1964 were as 
follows: 


Economic Assistance Commitments by Funding 
Category—Fiscal Year 1964 


(In thousands) 


Development Loans (Including Alliance for Progress) -. $1, 314, 686 
Technical Cooperation/Development Grants (Including 


Alliance for Progress)----------------------------- 300, 945 

. Supporting Assistance-______ 360, 014 
Contingency Fund----------------------------------- 107, 387 
Contributions to International Organizations..........- 116, 303 
American Schools and Hospitals Abroad--------------- 19, 804 
Administrative and Other---------------------------- 56, 100 
Total Economic------------------------------- $2, 275, 239 


Continued Emphasis on Long-Term Development Assistance 


One of the most significant changes in U.S. economic assistance 
over the past three years has been the steady shift in emphasis from 
assistance for short-term survival and stability, to assistance for long- 
term economic and social development. in Asia, Latin America and 
Africa. 

As more and more countries have solved immediate problems of 
security and stability and mounted serious development efforts, the 
United States has been able to focus its assistance on activities that 
foster self-sustaining growth and an eventual end to the need for 
external aid. 

As recently as fiscal year 1961, development assistance (Develop- 
ment Loans and Technical Cooperation grants) accounted for less 
than 25 percent of the combined military and economic assistance pro- 
gram. By fiscal 1964 development assistance constituted more than 
45 percent of total economic and military assistance commitments. 

Economic assistance was concentrated largely in those important 
countries which are making major development efforts: 


Of the 10 largest fiscal year 1964 AID country programs | 


which accounted for 73 percent of all AID country programs, 

seven—in India, Pakistan, Turkey, Colombia, Chile, Brazil, 
' and Peru—were in countries making major development 
| efforts. 


Development Loans 


A primary tool of AID's development assistance is the Develop- 
ment Loan program. Development Loans and Alliance for Progress 
loans are carefully tailored to meet the needs of specific situations. 

Project loans totalled nearly $720 million in fiscal 1964, or about 
55 percent of all loan commitments for the year. More than $400 
million in project loans were authorized to finance the export of 
American commodities and equipment and the services of American 
engineers and construction experts needed for capital projects in 
power, transportation and communications. Another $75 million was 
allocated to agricultural development projects. 

Project loans also fostered the development of private enterprise 
in the developing countries. A total of $125 million in loans was 
authorized for intermediate credit institutions—development banks, 
housing banks and cooperatives. Another $60 million was loaned 
directly to private enterprise, much of it under the two-step procedure 
whereby the private borrower repays in local currency on hard terms, 
and the country repays AID in dollars on concessional terms. 

Program loans amounted to $589 million in fiscal 1964, accounting 
for about 45 percent of all development loans and Alliance for Prog- 
ress loans. Program loans finance the export of a wide variety of 
American commodities essential to development, but otherwise unob- 
tainable because the importing country lacks the dollars to buy them. 

Program loans have proved to be the most effective way to get 
spare parts and needed equipment to private enterprise in the develop- 
ing countries, helping to strengthen development of the private sector. 

Program loans are made only to countries which are using their 
own resources wisely and are making sound and effective development 
efforts. As such, program lending provides an effective incentive 
to undertake major self-help measures such as exchange rate reforms, 
liberalization of import policies and tax reform. In fiscal 1964, pro- 
gram loans were authorized only for India, Israel, Pakistan, Turkey, 
Tanganyika, Tunisia, Chile, and Colombia. 

As countries approach self-support, it is AID policy to raise 
interest rates on AID loans and to shorten maturities in reflection of 
the recipient's increased financial capability. In December 1963, the 
Congress amended the Foreign Assistance Act to harden the minimum 
terms of all AID loans. The new minimum interest rate under the 
legislation became 0.75 of one percent for the first 10 years and two 
percent for the balance of the repayment period. 
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Technical Cooperation: Human Resources for Development 


In fiscal year 1964 AID committed a total of $299.1 million for 
technical assistance projects designed to help create the human re- 
sources needed to initiate and carry forward social and economic 
development. 

As in the past, AID Technical Cooperation funds were concen- 
trated in the fields of most urgent need: education, food and agricul- 
ture, health and sanitation. These three fields accounted for nearly 
half of all country technical assistance programming. Asa result of 
educational assistance alone, AID helped give in-service training to 
182,000 teachers; an additional 92,000 teachers were graduated during 
the year from AID-assisted training institutions in the developing 
countries. 

To carry out technical assistance projects, the Agency continued 
to rely heavily on contracts with nongovernmental institutions and 
private enterprise. 

In the field of cooperative development, for example, 207 of the 
361 technicians at work in the field were the employees of private 
American cooperative and thrift associations with which the Agency 
contracts, rather than direct-hire AID employees. 

At the close of the fiscal year, AID had 1,165 contracts outstand- 
ing with nongovernmental institutions, business firms, universities, 
individuals, and corporations. Colleges and universities in 46 States 
held contracts with AID for technical assistance and training activi- 
ties under the AID program. 

Because of the increasingly important role American universities 
are playing in development programs, particularly in the critical areas 
of research and rural development, the Agency undertook a compre- 
hensive review of AID-university relationships during the year. 

At the request of AID, a special task force headed by John W. 
Gardner, President of the Carnegie Corporation, conducted an inten- 
sive study of the working relationship between the Agency and the 
nation's institutions of higher education in the conduct of technical 
assistance training and development research. 

The Gardner report, made in May 1964, 1s expected to lead to 
significant improvements in AID-university relationships. The 
Agency had begun steps to implement its specific recommendations 
by the close of the fiscal year. 


Supporting Assistance 


Supporting assistance funds are not directed primarily toward 
development but toward survival. These funds are used to keep a 
country afloat in an emergency, generally by paying for necessary 
imports. 


Most supporting assistance funds are used in coordination with 
military assistance to strengthen the military-economic position of 
countries on the fringe of the Communist bloc. Vietnam, fighting 
for its life, is the largest recipient, and illustrates the use of support- 
ing assistance funds in the common defense effort. 

The steady reduction of supporting assistance-type funds con- 
tinued in fiscal 1964. A total of $360 million in supporting assistance 
was committed during the fiscal year, as compared with $431 million 
in fiscal 1963, and more than one billion dollars in fiscal 1960. "This 
reduction was made in spite of increased requirements for Vietnam. 

Nearly all AID assistance is provided in the form of goods or 
services; actual cash transfers account for a small and declining 
share. In fiscal year 1962, commitments for cash transfers amounted 
io more than $200 million. In fiscal year 1964, cash transfers totaled 
only $39 million— well under two percent of total economic assistance 
commitments for the year. Six countries, which received more than 
$118 million in cash transfers in fiscal year 1962, received none in 
fiscal year 1964. 


AID Commitments by Region 


Once again the largest share of U.S. assistance was allocated for 
the Near East-South Asia region where development loans, concen- 
trated in India, Pakistan, and Turkey constituted 86 percent of total 
commitments for the fiscal year. In spite of continuing politica] 
difficulties, such as the Arab-Israeli problem, the major nations in this 
region are still able to focus their energies on development. 


Fiscal Year 1964 Regional AID Commitments 


Region Development| Technical | Supporting Total ? 
loans cooperation | assistance! 
Near East-South 
Asia... E $726. 2 $50. 5 $66. 6 $843. 3 
Latin America. ...... 479.1 83. 3 68. 9 631. 3 
Far East............ 29. 6 45.0 276. 8 351.4 
Africa... 79.6 74.2 48.0 261.8 


! Includes contingency funds. 
? Excludes the Social Progress Trust Fund administered by the 
Inter-American Development Bank. 


In Latin America, U.S. assistance under the Alliance for Prog- 
ress continued to increase. AID commitments for Latin America 
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were higher in fiscal year 1964 than in fiscal year 1963. Latin Ameri- 
can nations made substantial progress in land reform and tax reform. 
For example, eight countries had passed major tax reform legisla- 
tion by the end of fiscal year 1964; all had taken steps to improve 
their tax administration. Tax collections in calendar year 1963 were 
$500 million higher than in 1962. 

Self-help housing programs were under way in 15 countries by 
the end of the fiscal year, largely as the result of technical assistance 
by AID, and the availability of loans from the Social Progress Trust 
Fund. National development plans of the kind called for by the 
Alliance Charter had been submitted by eight countries to the Panel 
of Experts of the Organization of American States. 

Commitments for technical cooperation programs constituted 
37 percent of AID assistance in Africa, reflecting the greatest empha- 
sis on technical assistance in any region. Assistance from other free 
world countries amounted to 2.5 times the total of U.S. economic 
assistance to African countries, including Food for Peace and other 
programs. 

Supporting assistance continued to be the keystone of Far East 
programs in fiscal year 1964, accounting for 65 percent of AID assist- 
ance to the region. The countries of this region face a constant 
threat, and in Vietnam and Laos, the reality of Communist subversion 
and/or aggression. 

However, in contrast to the difficult situation in Southeast Asia, 
the Republic of China on Taiwan continued to move rapidly towards 
economic self-support and an end to the need for economic aid. In 
Korea, the AID program continued to shift towards support for long- 
term development goals which will move that key country in the direc- 
tion of economic self-support. 


PRIVATE RESOURCES IN DEVELOPMENT 


AID continued to expand its efforts to mobilize private resources 
for development. A wide range of AID activities and programs 
acted to increase the participation of American private enterprise and 
institutions in development and to stimulate private investment and 
enterprise in the less-developed countries. 

On June 30, 1964, specific risk guaranty coverage outstanding 
reached & record $1,369 million. Specific risk investment guaranties 
cover U.S. private investment overseas against the political risk of 
loss due to inconvertibility, expropriation, and war and revolution. 


By the end of fiscal year 1964, guaranty coverage was avail- 
able in 61 less-developed countries—five more than in fiscal 
year 1963. 


More than 300 contracts totaling some $596 million in specific 
risk coverage were written in fiscal year 1964—nearly three 
times the coverage issued the preceding year. 

Fifty-nine new investment survey agreements were signed in 
fiscal year 1964, double the 1963 total. Under this program, AID 
can agree to pay up to half the cost of investment surveys undertaken 
by prospective investors. If the survey results in an actual invest- 
ment, the investor pays the entire cost. 

A privately organized and managed International Executive 
Service Corps was established in fiscal year 1964, with AID support. 
The purpose of the Service Corps is to make available directly to less- 
developed countries the skills and experience of American busi- 
nessmen. 


IMPROVEMENTS IN MANAGEMENT 


The Agency gave special emphasis during fiscal year 1964 to 
efforts to tighten and improve the management of AID programs. 

A thorough overhaul of AID's personnel policies and procedures 
was completed and legislative proposals were prepared to upgrade the 
quality of AID personnel. The Agency achieved direct-hire staff 
reduction of 1,140 during the year, substantially ahead of previous 
staff reduction targets. 

Audit coverage of AID operations in fiscal year 1964 was in- 
creased one-third over the fiscal year 1962 level. The AID dollar 
was stretched by use of excess Government property. In fiscal year 
1964, property originally valued at $42 million was acquired for AID 
used at an out-of-pocket cost of six million dollars for repairs and 
handling. 


AID AND THE U.S. ECONOMY 


The percentage of AID funds for expenditure directly in the 
United States continued to rise. More than 80 percent of the AID 
funds committed during fiscal year 1964 will be spent in the United 
States, under present rigorous “tying” policies. In 1960, the dollar 
drain to other countries which resulted from the aid program meas- 
ured over one billion dollars. In fiscal 1964, this was reduced to 
approximately $500 million. Moreover, a significant part of the out- 
flow was offset by the interest on and repayment of past U.S. loan 
assistance. 

More than 85 percent of all AID-financed commodities were pro- 
cured in the United States during fiscal 1964, producing more than 
one billion dollars in export business for American firms and facto- 
ries. In fiscal year 1961, the figure was 44 percent. 


II. PRIVATE ENTERPRISE 


It is a major objective of AID to encourage increased U.S. pri- 
vate investment in the developing countries and to strengthen the 
growth of strong, vigorous private sectors in these economies. 

Highlights of AID's private enterprise programs in fiscal 1964 
included these developments: 


Five additional investment guaranty agreements signed, 
bringing to 61 the number of less-developed countries now 
participating in the investment guaranty program. 

A record number of specific-risk guaranty contracts written. 
The amount of guaranty coverage was nearly three times 
that issued during the preceding year. 

A doubling in the number of investment survey agreements 
authorized over the preceding year. 

Establishment of a Businessmen's Information Center in 
AID. Publication of the AID Catalog of Investment Op- 
portunities, summarizing recent data available on opportuni- 
ties in the less-developed countries. 

An increase in assistance to development banks designed to 
assist private enterprise in the less-developed countries. 
Increased dollar and local ‘currency lending to private 
borrowers. 

Establishment, under private auspices, of an International 
Executive Service Corps to provide experienced American 
executive assistance to private business and industry in the 
developing countries. 

Increased emphasis on the development of cooperative and 
thrift institutions in the AID program, through expanded 
use of non-governmental contractors. 


INVESTMENT GUARANTY PROGRAMS 


AID's investment guaranty programs expanded greatly in scope 
and in volume during fiscal year 1964. The Foreign Assistance Act 
was amended in 1963 to increase the maximum allowable amount of 
guaranties outstanding at any one time from $1.3 billion to $2.5 billion 
for specific risk coverage and from $60 million to $150 million for 
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extended risk coverage earmarked for housing in Latin America. 
The ceiling for other extended risk guaranties remained at $180 
million. 

The investment guaranty programs operate through bilateral 
agreements between the United States and countries where eligible 
investments may be covered. As of June 30, 1964, investment guar- 
anties were available against inconvertibility in 61 countries, expro- 
priation in 60 countries, and war risk in 41 countries, with coverage 
against revolution, insurrection, and extended risk included in 34 
of these. 

Five additional countries signed bilateral agreements during 
fiscal 1964: Malagasy Republic, Tanganyika, Somali Republic, Mali, 
and Kenya. Existing bilateral agreements were amended to allow 
issuing extended risk guaranties, as well as coverage against war, 
revolution or insurrection, in Chile, Ecuador, Bolivia, Vietnam, 
Morocco, Sierra Leone, Taiwan, and the Sudan. In addition, the 
Chilean bilateral agreement was amended to provide coverage against 
expropriation. 


Specific Risk Guaranty Program 


Coverage outstanding against. the political risks of inconvertibil- 
ity, loss due to expropriation, and loss due to war, revolution, or insur- 
rection amounted to $1,360,063,998 as of June 30, 1964. Three-hun- 
dred and two contracts and two amendments for investments were 
written during the year for coverage totaling $596,094,701. This com- 
pares with 130 contracts for coverage totaling $218,661,079 written 
during fiscal 1963. 

The guaranties issued in the fiscal year covered projects involving 
such products and industries as petrochemicals, aircraft parts, tires, 
detergents, auto transmissions, banking and financing. 


Extended Risk Guaranty Program 


This program, which has posed difficult policy problems for the 
Agency, developed further during the year. One extended risk 
guaranty contract was signed, covering 50 percent of a $16.65 million 
debenture issued on the PASA petrochemical complex in Argentina, 
in which à number of U.S. firms are investing. An additional guar- 
anty was authorized, providing a 75 percent guaranty of a $825,000 
loan from a U.S. company to its subsidiary, to assist in the financing 
of a carbon black factory in Colombia. 

During the year, the Agency earmarked up to $50 million for 
guaranties for housing projects in areas other than Latin America. 
Some $37 million in applications for housing projects in the Far 
East and Africa were received by the end of the fiscal year. At that 
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time, applications for about $37 million in projects other than housing 
were under consideration. Activity under the program is expected 
to expand in fiscal 1965. 


Latin American Housing Guaranty Program 


AID issued 10 housing investment guaranties during the fiscal 
year covering the construction of more than 13,000 homes in Latin 
America, with investments valued at about $63 million. This made a 
total of 12 such guaranties issued as of June 30, 1964, since the begin- 
ning of the program in 1962, covering investments totaling some $68 
million. 

At the end of the fiscal year, legislation was pending in Congress 
to increase the maximum amount of such guaranties authorized from 
$150 million to $250 million. 


Fees and Payments 


Cumulative fee income from all guaranty programs since 1948 
totaled $17,092,359 as of June 30, 1964, of which $4,674,441 was col- 
lected during fiscal year 1964. 

One claim, based on temporary inconvertibility of the interest 
payment on a loan in the Congo (Leopoldville) resulted in a payment 
of $51,459.55 to Pluswood Industries of Racine, Wisconsin. Subse- 
quent recovery of $54,360.24 resulted in a net gain of $2,900.69 for the 


program. 
LOCAL CURRENCY LOANS 
Cooley Loans 


Cooley loans are an integral part of AID's private enterprise 
program. Under Title I of Public Law 480, up to 25 percent of the 
foreign currencies received by the U.S. Government in payment for 
surplus agricultural commodities may be lent to qualified borrowers 
to develop business and expand trade in certain less-developed 
countries. 

Local currencies may be loaned to U.S. firms or their branches, 
subsidiaries, or affiliates for business development and trade expan- 
sions in the foreign country, or to either U.S. or foreign firms to 
expand markets for, and consumption of, U.S. agricultural products. 

In fiscal 1964, 45 local currency Cooley loans were made in 14 coun- 
tries in the equivalent of $64,469,000. They were made for such pur- 
poses as tin can production in Colombia, cardboard box manufacturing 
in Ecuador, flashlight battery production in Taiwan, dairy products 
in the Philippines, grain storage facilities in Israel, chemical produc- 
tion in Turkey, and a glassware plant in India. 
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Other Local Currency Lending 


Additional techniques in the use of local currencies for stimulating 
greater private investment are being explored. An interesting use of 
such local currencies was arranged in Colombia in 1963 where an in- 
stitution—the Private Investment Fund—was created under IBRD 
and AID auspices to provide medium- and long-term credit for indus- 
trial development. The peso equivalent of $30 million was earmarked 
for this institution and as of June 30, 1964, it had been entirely com- 
mitted in subloans to private projects. 


INVESTMENT SURVEYS 


The U.S. business community has become increasingly aware of 
the Investment Survey Program, under which AID seeks to encourage 
private enterprise to undertake surveys of investment opportunities 
abroad by sharing up to 50 percent of the cost of such surveys. 

AID authorized 59 new survey grants during fiscal year 1964, as 
compared with the 29 authorized in the previous year. The new 
surveys covered such investment possibilities as dairy processing in 
Nigeria and Ghana, small boat manufacturing in Taiwan, and steel 
castings in India. 

Since the first investment survey was authorized late in fiscal 1962, 
AID has approved a total of 89 investment surveys in 27 countries 
for a maximum conditional AID obligation of approximately $1.1 mil- 
hon. While most of these surveys are still in process, five surveys 
have led to positive decisions to proceed with projects which, if 1m- 
plemented in accordance with original plans, will result in new invest- 
ments of approximately $12 million. 


OTHER AIDS TO PRIVATE ENTERPRISE 
Businessmen's Information Center 


A Businessmen's Information Center was established at AID 
headquarters to provide information from a single source on the 
wide range of AID programs of interest to the business and invest- 
ment community. 

The Center was activated in January 1964, and received so many 
business inquiries that additional staff had to be added. The Center 
has become identified by the business community not only as a source 
of genera] information “across-the-board” on business opportunities 
under the AID program, but as a central guide to the appropriate 
offices businessmen should contact. on specific matters or transactions. 
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Catalog of Investment Opportunities 


AID made available in May 1964 its Catalog of Investment Op- 
portunities, & collection of more than 1,200 economic and technical 
feasibility studies for potential U.S. and foreign investors. An index, 
distributed free, lists the studies offered; a detailed abstract of each 
is available for review at AID, at the Department of Commerce and 
its 42 field offices, and in AID Missions. Copies of the complete studies 
are on sale at cost. 

The first printing of 10,000 copies of the Investment Opportunity 
Catalog had been exhausted by the close of the fiscal year, six weeks 
after it was released, and work was already underway on a second 
edition containing data on 351 additional studies. 


Private Enterprise Pilot Project 


The pilot project that was initiated late in fiscal 1963 to assist 
and encourage joint ventures between U.S. and local businessmen in 
Colombia, Pakistan, Nigeria, and Thailand was sufficiently successful 
so that during fiscal year 1964, coordinated campaigns of this nature 
have been instituted in a number of other countries. Working closely 
with the local governments, AID and the Department of Commerce 
have brought a number of high priority private investment oppor- 
tunities to the attention of American businessmen who are further 
encouraged to utilize the various AID programs, such as investment 
survey grants, guaranties, and local currency loans, to facilitate the 
successful realization of investment projects. 


Investment Tax Credit Proposal 


On June 9, 1964, Representative Hale Boggs introduced tax credit 
legislation recommended by the Administration, which is designed to 
encourage a greater flow of American capital to developing countries. 
The proposal provides for a tax credit against the total tax liability 
of the investor of 30 percent of new investment in eligible enterprises 
in less-developed countries. The legislation also provides that re- 
invested earnings over 50 percent shall be considered as new investment 
for purposes of calculating the credit. The Bill, H.R. 11524, was 
referred to the Committee on Ways and Means and it is expected that 
hearings will be held during fiscal 1965. 


Advisory Committee on Private Enterprise in Foreign Aid 


In response to an amendment to the Foreign Assistance Act of 
1963, the White House announced, in May 1964, the formation of the 
Advisory Committee on Private Enterprise in Foreign Aid under the 
chairmanship of Arthur K. Watson, President of the IBM World 
Trade Corporation. The Committee was established to advise the 
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Administrator on the most effective means of encouraging greater 
private participation in the economic development of nations receiving 
U.S. assistance. Its final report is expected by June 30, 1965. 


International Executive Service Corps 


A serious handicap to private industrial growth in many less- 
developed countries is the shortage of experienced personnel with 
executive skills in management, marketing, and production. In an 
attempt to meet this need, the International Executive Service Corps 
was established during fiscal year 1964, with AID support. 

A privately organized and managed non-profit corporation, its 
objective is to provide the specialized advice and help of experienced 
American businessmen to entrepreneurs in less-developed countries 
in need of managerial skills and expertise. It is believed that this 
program will significantly assist the growth of the private sector 
in many countries by filling the tremendous need for top- and middle- 
level management skills. Private business firms in over 30 countries 
have expressed interest in receiving assistance from the Corps. 

AID has strongly encouraged this development and will finance 
a major part of the program until the level of voluntary contributions 
from private businesses and foundations permits self-sustaining 
operations. 


Advisory Committee on Housing and Urban Development 


A Housing and Urban Development Advisory Committee has 
been established to provide AID with guidance in the administration 
of its housing investment guaranty program and its activities in the 
fields of housing and urban development. The Committee has rep- 
resentatives from such fields as mortgage finance, savings and loan 
associations, and home building. During the fiscal year, it gave advice 
to the Agency with regard to the development of new criteria for 
the expansion and broadening of the housing investment guaranty 
activity, and for the more general program of assistance in housing 
and urban development. 


STRENGTHENING THE PRIVATE SECTOR IN 
DEVELOPING COUNTRIES 


Much of the mutual development program is directed to encourage 
vigorous, growing, private sectors in the less-developed countries by 
establishing the basic foundations on which private industria] and 
agricultural growth depends by direct assistance to private ventures, 
by assistance to intermediate credit institutions which finance private 
ventures, by encouraging the growth of cooperative and thrift in- 
stitutions and by technical assistance. 
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Nearly one-third of all AID loans in fiscal year 1964—more than 
$400 million in project lending—went for the development of greater 
power resources, improved transportation, and communication facili- 
ties, all of them basic to any other economic development. In many 
less-developed countries shortages of power, and inadequate transpor- 
tation and communications net works are serious bottlenecks to private 
industrial and agricultural growth. 

Another third of AID loans for the year, a total of $468.3 million 
in program lending, financed the import by less-developed countries of 
a wide variety of goods they need from the United States in order to 
maintain or expand existing industrial plants, repair or increase the 
supply of agricultural equipment, increase the use of fertilizer, and the 
like. Most of the goods purchased with these loans are made available 
to the private businessmen, industrialists and farmers. For example, 
$220 million (about 80 percent) of some $275 million in commodity 
loans made to India during the year was for U.S. exports needed by the 
Indian private sector. 

Some $75 million in AID loans for agricultural development 
projects during the fiscal year will encourage the growth of a vigorous 
private farming sector by opening new land for development, expand- 
ing irrigation facilities, providing credit for better tools, seeds, and 
fertilizers. 


Dollar Loans to Private Borrowers 


During fiscal 1964, AID made 14 loans for $59.3 million to private 
borrowers, chiefly in the field of industrial development. Representa- 
tive of such credits were the loans to a private cast iron pipe company 
and a Kraft paper factory in Brazil; two truck factories, an earth 
moving equipment concern, and a machine tool manufacturing facility | 
in India; and a tire and tube factory in Turkey. 

AID also made direct loans to mixed-public and privately owned 
borrowers—five credits for $37.4 million. Such credits include loans 
for electric power facilities in Brazil and Pakistan, a steel mill in 
Brazil, and a natural gas transmission line in Pakistan. 


Intermediate Credit Institutions 


During fiscal year 1964, AID authorized 22 dollar loans amounting 
to $125.4 million to 21 intermediate credit institutions in 15 countries. 

This represented the largest volume of lending to intermediate 
credit institutions since the inception of the program in fiscal year 
1958. More than 90 percent of fiscal 1964 loans of this type went to 
Latin America, for a total of $114.4 million. The remaining $11 mil- 
lion in loans went to industrial development banks in Turkey, Nepal 
and the Ivory Coast. 
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Industrial development banks received the largest share of AID 
assistance, with a total of $56.7 million in loans. Housing credit in- 
stitutions were next with $47.8 million, agricultural credit systems 
received $17.3 million, and cooperatives $3.6 million—the first AID 
loans to cooperative credit institutions since AID predecessors began 
assistance to intermediate credit sources. 


To date, some 36 AID-assisted industrial development banks in, 


30 countries have made about 2,400 sub-loans from AID funds for 
private industrial ventures including the expansion of existing enter- 
prise as well as the initiation of new ventures. AID-assisted agricul- 
tural credit banks in 10 countries (nine of them in Latin America) 
have made more than 40,000 sub-loans for farm improvements. 

Local currency assistance to development banks also continued. 
The equivalent of more than $11 million was made available to in- 
stitutions in Israel, Nepal, and Turkey. 

AID provided guaranties for a significant level of new U.S. 
private dollar investment in development banks in the less-developed 
countries during fiscal 1964. By the year's end, guaranty contracts 
had been issued in the amount of $4.7 million to cover private U.S. 
investments in eight industrial development banks in seven develop- 
ing countries. AID is currently working with private U.S. bank- 
ing interests to establish additional development banks in AID 
recipient countries. 

In addition to financial assistance, AID has continued its pro- 
gram of technical assistance to intermediate credit institutions, in- 
cluding initial surveys of the needs and requirements for a develop- 
ment bank and training to get a new bank organized and functioning 
or to improve the operation and management of an existing bank. 
U.S. advisers are working with development banks in all four 
regions, although concentrated in Africa and Latin America. 


Cooperatives, Credit Unions, Savings and Loan Associations 


In response to recommendations of the Cooperative Advisory 
Committee, work in major cooperative fields was initiated by AID 
during fiscal year 1962. By the end of fiscal year 1964, AID spon- 
sored 278 cooperative development projects in 48 countries under 83 
contracts with cooperative organizations. Following are some of 
the results achieved: 

9 There are 1,100 credit unions, with 300,000 members in 12 Latin 
American countries. These people have saved $12 million. Nearly 
2,000 leaders and organizers have been trained. 

€ Savings and loan organizers have set up 77 associations in six 
Latin American countries. The 165,000 members have saved $40 
million and helped finance 22,000 new homes. 
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9 Fishermen's cooperatives have been organized or expanded in 
Panama, Nigeria, Somali, Vietnam, Korea, and Taiwan. The results 
have not only been better catches and more income for fishermen, but 
better service and quality for consumers. Cooperative effort is mod- 
ernizing the catching and marketing of fish. 


9 In Brazil, 23 cooperative associations, located mainly on re- 
settlement or agricultural projects, were allocated $9,714,000 in Food 
for Peace commodities to step up poultry, dairy, and livestock produc- 
tion, and to grub-stake pioneers on new land. 

The International Training Center, at the University of Wiscon- 
sin, provided training for 192 cooperative participants from abroad. 
At the same time, AID helped 80 campesinos (small farmers) learn 
farming methods and grassroots democracy by living with U.S. farm 
families in the Midwest. In Uganda, Dahomey, Vietnam, Peru, and 
other centers, more than 27,000 people received cooperative informa- 
tion and training from AID supported centers or programs. 

During the year feasibility studies were made for starting a 
cooperative food distribution system in Colombia, insurance coopera- 
tives in Latin America, and establishing markets for fertilizers, feed 
grains, and manufactured animal feeds through cooperatives abroad. 


Technical Assistance 


Other AID programs which helped to improve the investment 
climate in the less-developed countries during the fiscal year included 
financial and technical assistance to industrial development corpora- 
tions, investment promotion centers, productivity centers, industrial 
parks, and business and vocational training centers. Specialized tech- 
nical assistance has also been made available for improved tax admin- 
istration, fiscal and administrative management and investment incen- 
tive legislation. 
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III. MATERIAL RESOURCES 


In fiscal year 1964, nearly a billion dollars worth of AID-financed 
commodities were bought in the United States. In other terms, Amer- 
ican business and industry produced about 87 percent of all goods pro- 
vided under the AID program during the year. These American 
goods, valued at $993.5 million, included a wide range of products 
such as iron and steel, fertilizer, textiles, chemicals, farm equipment, 
and machinery. Several hundred thousand Americans were em- 
ployed in producing them, and American shipping firms were paid 
about $85 million to carry them to their destinations in the less- 
developed world. 

Six years ago foreign aid materials could be purchased any where 
in the free world, wherever the price was lowest ; less than half of our 
aid dollars found their way into American markets. Restrictions on 
the purchase of U.S.-financed goods in foreign markets were imposed 
in late 1959 and since then there has been a steady increase in the 
percentage bought in the United States. To illustrate, in 1960 only 
11 percent of the iron and steel products obtained for use in the 
foreign assistance program was supplied by U.S. producers; in 1964 
domestic iron and steel producers accounted for 86 percent, valued 
at $169.9 million. Other categories have showed similar increases. 

Between 1960 and 1964, AID-financed exports from the U.S. in-- 
creased both quantitatively and in relation to total commodity pro- 
curements as follows: U.S. fertilizers quadrupled, going from $9.4 
million to $38.9 million (accounting for 84 percent of the 1964 total) ; 
U.S. chemical products more than doubled (to 93 percent of the fiscal 
year 1964 total); U.S. textiles and industrial machinery increased 
five times over (to 88 and 89 percent of their respective totals). One 
result of these increased exports is that new markets are being opened 
up for American products in parts of the world where they have never 
before been seen. 


AID AND TRADE 


During fiscal year 1964, AID devoted increasing attention to the 
role of trade in economic development. It concentrated on increasing 
the export earnings of the less developed countries and expanding 
their volume of trade. In those countries where our aid programs 
have been ended, trade has become a major factor in continuing the 
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development process; in the transitional countries, the expansion of 
trade becomes more and more important to a successful phasing out of 
economic assistance. 

We have seen only the beginning of the opportunities for private 
enterprise that will be created in the transitional countries when self- 
sustaining growth has been set in motion. U.S. exporters have been 
steadily increasing their sales abroad, and U.S. investors have been 
expanding their overseas interests. As our economic assistance pro- 
grams promote economic growth in the developing nations, they be- 
come better markets for American goods and better prospects for 
investment by U.S. business and industry. U.S. export opportunities 
will be further enhanced by making American-made products more 
familiar overseas and by establishing enduring commercial relation- 
ships. 

Europe and Japan illustrate how economic progress overseas can 
increase Ámerican export markets. Since the Marshall Plan, U.S. 
exports to Europe have doubled and our exports to Japan have nearly 
quadrupled. American postwar relief changed Japanese eating 
habits and Japan is now the largest single cash customer for American 
farm product exports. American coal provided through postwar aid 
has opened up markets in Europe and Japan for more than $275 
million in American coal exports annually, according to the Coal 
Exporters Association. 


The same thing is beginning to occur in the less-developed coun- ' 


tries as they grow, and as they approach economic self-support. With 
the growth of the Israeli economy, for example, American commercial 
exports have almost tripled, from about $85 million in 1958 to $235 
million in 1963. These are straight commercial exports, not AID- 
financed, and they are increasing at a rate of 15 to 20 percent a year. 

The developing countries we are aiding today in Asia, Africa and 
Latin America contain more than a billion people and represent a 
potentia] market for American exports four times the size of our 
present major overseas market in Western Europe. The AID pro- 
gram helps to develop these potential markets and in the process, 
introduces American products and services against the day when 
self-support is achieved and trade replaces aid. 


SMALL BUSINESS 


To ensure that American small business has the opportunity 
to participate in AID-financed procurement and in the trade develop- 
ment opportunities it represents, the Agency carries out special pro- 
grams to publicize procurement opportunities in the small business 
field. 

Section 602 of the Foreign Assistance Act requires that advance 
information be made available to American firms, particularly small 
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independent enterprises, on proposed procurement to be financed with 
AID funds. AID regularly publishes such procurement announce- 
ments in the Small Business Circulars which are mailed, without 
charge, to any U.S. supplier on request. During fiscal year 1964, 
13,351 such trade opportunities were published. This represents an 
increase of more than 100 percent over the level for fiscal year 1963. 

To further assist U.S. exporting firms, AID also publishes Small 
Business Memos which provide general information on procurement 
regulations, policies, and practices of both United States and foreign 
governments that affect exports under AID financing. 


FOOD FOR PEACE 


The Food for Peace program is authorized by the Agricultural 
Trade Development and Assistance Act of 1954 (Public Law 480), as 
amended. The administration of the program is shared by AID with 
other Government agencies, particularly the U.S. Department of Agri- 
culture under whose appropriation the commodity and transportation 
costs of the program are charged. AID administers the overseas 
operations of the program, including the integration of food aid with 
other forms of assistance. 

Overseas sales and grants of U.S. surplus agricultural com- 
modities under the four titles of Public Law 480 totaled $1.2 billion 
in fiscal year 1964. 

Title I sales of agricultural commodities for foreign currencies 
during the fiscal year totaled $616 million. Of the foreign currency 
proceeds set aside for country programs, $299 million was earmarked 
for economic development, $130 million for common defense uses, and 
$20 million for loans to private enterprise. More than 42 percent of 
the total amount resulting from sales agreements was earmarked for 
loans. 

Disbursements of foreign currencies in fiscal year 1964 were for 
such purposes as malaria eradication in India; building vocational 
agriculture schools in Tunisia; rebuilding railroads and bridges in 
the Congo; and the construction of sanitary facilites and clean water 
systems in Brazil. 

Title IT authorizes grants of agricultural commodities for emer- 
gency assistance and economic and community development pur- 
poses. During fiscal year 1964, more than 1.1 million tons of commodi- 
ties (at & cost of about $293 million including freight costs) were 
donated to 40 countries and the World Food Program for disaster 
and other relief purposes, for child feeding programs, and to aid in 
economic development. The $112 million of commodities provided 
for disaster relief was considerably lower than last year. Economic 
development programs totaling approximately $92 million were sub- 
stantially higher than the preceding year. 
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Title III, under available surplus foods are donated to accredited 
nonprofit relief agencies of the United States and to intergovern- 
mental organizations for use abroad in assisting needy persons and 
in nonprofit school feeding programs. During the year more than 
three billion pounds of food were distributed by the voluntary agencies 
to 73 million persons. 

Three-fourths of all the donated Food for Peace commodities are 
now programed for children—through organized school lunch efforts, 
other institutional feeding programs and through family feeding 
plans in which the parents may participate by exchanging work for 
food. School lunch programs alone were benefiting 40 million chil- 
dren in 90 countries during fiscal year 1964. 

Efforts are being made to see that the donated food is used to al- 
leviate the cause of the need, rather than to offer merely temporary 
relief from immediate problems. Regulations have been broadened 
so that persons receiving donated food can contribute their services 
on self-help and community work activities. 

Operation Ninos, the special Latin American child feeding 
project, has been extended to the needy children in additional areas. 
Since its start in July 1962, the number of children being fed under 
this program has increased from 3.9 million to over 11 million chil- 
dren. The program is also expanding to include the pre-school child, 
nursing infants, and expectant mothers in order to reduce malnutrition 
in the formative years of the child's development. 

Title IV authorizes long-term supply and dollar credit sales of 
surplus agricultural commodities. Its major objectives are to stimu- 
late the sale of U.S. agricultural commodities for dollars and to assist 
in the economic development of recipient countries. In fiscal year 
1964, $118 million in sales agreements were signed with nine countries. 
The program is of particular help to countries which are no longer to- 
tally dependent on foreign currency purchasing under Title I. 

Most Title IV agreements provide that the local currencies derived 
from the sale of the commodities will be used to finance local economic 
and social development projects. Until recently this program was 
handled on a government-to-government sales basis. In September 
1962, the legislation was amended to permit direct agreements be- 
tween the United States and private trade entities in other countries. 
However, no such agreements have yet been concluded under this 
provision. 


U.N. WORLD FOOD PROGRAM 


The World Food Program (WFP) was created by the United 
Nations and Food and Agriculture Organization (FAO) in April 1963. 
Its major purpose is to gain experience in using food on a multilateral 
basis to assist economic and social development. It is to operate on 
an experimental basis from 1963 to 1965. 
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U.S. contributions of commodities and ocean freight services are 
made under Title II, which authorizes contributions to intergovern- 
mental organizations. Although WFP credits are based on world 
market value, U.S. contributions are charged to Title II on the basis 
of the cost to the Commodity Credit Corporation. Cash contributions 
from AID appropriations are limited to a maximum of six million 
dollars. 

From the inception of the program to June 30, 1964, the United 
States has contributed $12.5 million worth of commodities to support 
WFP projects in 23 countries including maternal and child feeding 
programs, land reclamation, forestation, resettlement, village road 
construction, disaster relief and various other types of programs. 


USE OF U.S.-FLAG VESSELS 


U.S. Government financed cargo is subject to the Cargo Prefer- 
ence Act, Section 901(b) of the Merchant Marine Act of 1936 as 
amended (Public Law 664, 83rd Congress), which requires that at 
least 50 percent must be shipped in U.S. flag vessels wherever they 
are available. 

The use of U.S. vessels to transport AID cargo has increased substan- 
tially in recent years. This results in part from AID's general rule 
to finance freight on U.S. flag vessels only, and in part from the 
Agency's policy under which about 85 percent of AID-financed com- 
modities are procured in the United States. U.S. flag service is more 
readily available for such shipments than for shipments from offshore 
sources. 

About 80 percent of the total net AID-financed cargo was carried 
by American ships in fiscal years 1964 and 1963. In fiscal year 1964 
alone, U.S. flag vessels received $85 million to carry AID cargoes of 
4,353,000 tons. Comparative data for fiscal years 1961 through 1964 
follow: 


(In thousands of tons) 


US. flag Net cargo | Shipped on 
Fiscal year Total ¡not available} preference US. flag 


Percent 
requirement 
o E 5, 789 257 5, 532 4,353 78.7 
1998... uha 8, 204 1, 669 6, 535 5, 285 80. 9 
A IA 7, 358 1, 595 5, 760 4,701 61.6 
7 A 7,852 1, 757 6, 095 3, 574 58. 6 


EXCESS PERSONAL PROPERTY 


Section 102 of the Foreign Assistance Act expresses the sense of 
Congress that U.S. Government-owned excess property be used as as- 
sistance complementary to new procurement. Section 608 of the act 
authorizes AID, in anticipation of overseas needs, to acquire equip- 
ment declared excess by Federal agencies. This not only promotes 
savings by providing materials acceptable for project use at prices far 
below those of new property, but also gives greater assurance that such 
materials will be available at the point of use when they are needed. 

Since 1956, AID has used over $190 million worth of excess prop- 
erty in direct support of its overseas programs. During fiscal year 
1964 alone, AID acquired for use in these programs, property with 
an original value of approximately $42 million, at an out-of-pocket 
cost to AID of approximately six million dollars for repair, handling, 
and other associated costs. Conservative estimates set the current 
replacement value of this equipment at over $50 million. 

AID is expanding repair and other service capacities in its Eu- 
ropean office in order to improve operation of the Section 608 pro- 
gram and to take advantage of previously untapped excess property 
resources available in that area. 


BARTER 


It is AID policy not to finance commodities of which the United 
States is a net importer. However, these commodities may be pur- 
chased by barter for surplus agricultural commodities. Under such 
barter arrangements, approved by the President on September 20, 
1962, AID reimburses the Commodity Credit Corporation (CCC) in 
dollars for surplus agricultural commodities accepted as payment by 
suppliers of commodities needed in aid-recipient countries. 

During fiscal year 1964, AID authorized the CCC to obtain barter 
contracts with U.S. firms totaling $15.5 million. The commodities sup- 
plied to aid recipient countries under these various barter arrange- 
ments included such items as jute fibers and products, crude oil and 
petroleum fuels, sugar, and cement. Formerly, such commodities 
were purchased offshore with a corresponding outflow of AID dollars. 


STOCKPILE EXCESS DISPOSAL 


Whenever feasible, excess materials available under U.S. Govern- 
ment stockpile disposal plans are used in AID procurement programs. 
In line with this policy, GSA supplies available stockpile materials 
that are needed in the form in which they are available, directly to aid 
recipient countries. In addition, AID requires suppliers of products 
containing materials available in the stockpile to purchase designated 
quantities of stockpile materials offered to them by GSA. Suppliers 
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of tinplate, for example, purchase tin from the stockpile equal to the 
quantities of tin contained in the plate supplied. Suppliers of tires 
and tubes are required to purchase quantities of crude rubber from 
the stockpile equal in value to the sale price of the tires and tubes 
supplied. 

AID reimburses GSA for the materials which are sent directly 
to AID recipient countries, thus keeping the dollars in the United 
States and assisting in easing the balance of payments situation. 
Otherwise, purchases would have to be made offshore with subse- 
quent outflow of dollars. 

Under AID direct and indirect procurement programs during 
fiscal year 1964, GSA disposed of 25,374 long tons of rubber, valued 
at approximately $12.1 million, and 2,071 long tons of tin, valued at 
approximately $5.6 million. This compares with 17,282 long tons 
of rubber ($10.3 million) and 394 long tons of tin ($1.0 million) in 
fiscal year 1963. 


VOLUNTARY AGENCIES 


American voluntary agencies create good will for the United 
States by a direct people-to-people demonstration of America's con- 
cern for persons who lack the basic necessities of life and opportu- 
nities for self-improvement. 

These nonprofit agencies carry on a variety of overseas programs: 
Emergency aid consisting of food, clothing, medicine and shelter for 
refugees from natural disasters or political tyranny in Africa, the 
Far East, South Asia, Near East and Latin America; long-term 
technical assistance programs help to resettle refugees and raise the 
standard of living through improvements in agriculture, sanitation, 
health, education, vocational training, child care, and nutrition. 

By paying the cost of overseas freight, AID assists U.S. volun- 
tary agencies in sending supplies in support of their programs. Dur- 
ing fiscal year 1964, AID expended $3.8 million for the ocean trans- 
port of commodities valued at about $68 million that were donated by 
registered voluntary agencies. These deliveries included agricul- 
tural tools, implements, educational supplies, vocational equipment, 
drugs, health supplies, and self-help materials. In addition, these 
agencies made contributions of approximately $100 million in sup- 
port of their own activities. 

Excess tools and machines with an acquisition value of nearly 
$300,000 were shipped by one voluntary agency to four of its voca- 
tional schools in North Africa and the Near East. Excess cloth- 
ing with an acquisition value of $1,200,500 was sent by other volun- 
tary agencies in support of their programs overseas. 

Within the last several years, certain U.S. voluntary agencies 
have been working closely with European groups complementing each 
other on large-scale programs of development and training. 
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EMERGENCY RELIEF 


During fiscal year 1964, procedures were developed for coordinated 
activities by U.S. Government agencies in providing emergency relief 
of overseas disasters. Under these procedures, AID participated with 
other agencies during 1964 in coordinated relief activities for the 
following disasters: An explosion and floods in Algeria; earthquakes 
in the Azores; floods throughout Northeast Brazil; a cholera epidemic 
in Vietnam; volcanic eruption and floods in Costa Rica; drought in 
India; riots along the border of East Pakistan and India; torrential 
rains in the Fiji Islands; a smallpox epidemic in Nepal; an earth- 
quake in Taiwan; earthquake and flood in Tanganyika; civil strife in 
British Guiana; drought in Ecuador; a polio epidemic in Laos; earth- 
quake in Japan; cholera in Burma; a measles epidemic in Turkey; 
flood in Saudi Arabia; civil strife in Cyprus; a coal mine explosion 
in Afghanistan; an ammunition storage explosion in the Dominican 
Republic; cyclone, floods and famine in Haiti and Pakistan; typhoon 
in the Philippines. 

U.S. emergency disaster relief was extended to the victims of these 
natural and man-made disasters through the use of $3,962,000 from 
the Foreign Assistance Act Contingency Fund; from Food for Peace 
under PL 480 Title II (438,573 tons valued at $99,994,000) and Title 
III; by the voluntary agencies registered with AID, and the Ameri- 
can National Red Cross, which not only assisted in the distribution 
of Title II and Title III food, but also gave direct assistance in the 
form of clothing, blankets, tents, medicine and technical assistance. 
The Department of Defense coordinated the activities of the military 
agencies throughout the world in providing not only supplies but 
transportation. 


IDENTIFYING AID ASSISTANCE 


AID-financed commodities shipped overseas are marked with the 
AID “clasped hands" emblem to assure identification as assistance from 
the United States. Similarly, for shipments to Latin America, further 
identification is generally required by use of the “flaming torch" em- 
blem of the Alliance for Progress. 

At the sites of U.S.-assisted projects, posters and signboards 
identify the American contribution in both English and the local 
language. In addition, the United States Information Agency pub- 
licizes U.S. assistance in the course of its regular programming in aid- 
recipient countries. 
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IV. ADMINISTRATION 


A number of improvements in the administration and organization 
of the Agency for International Development were made during fiscal 
year 1964, both in Washington and overseas, to reflect changing em- 
phases in foreign aid planning and operations, and to provide for the 
tighter, leaner, more effective program called for by President 
Johnson. 

During the year the Agency began a major reduction in staffing, 
carried out consolidations and reorganizations to permit both staff 
economies and tighter management, effected substantial savings in ad- 
ministrative costs, and continued to press for economies in the opera- 
tions of our economic assistance programs. 


STAFF REDUCTIONS 


A comprehensive survey of the Agency’s manpower management 
processes was undertaken during fiscal year 1964 with the assistance 
and cooperation of the Bureau of the Budget. A system of tighter 
manpower controls was established, extending for the first time to every 
category of employee. 

Growing out of this survey, an Agency-wide effort was launched 
to effect staffing reductions through increased employee productivity ; 
expanded use of the facilities and resources of other government agen- 
cies and the private community in the United States; and selective 
adjustments in programs and projects. 

The result wasa cut in AID U.S. and foreign national employment 
in fiscal 1964 of 1140—from 16,782 at the end of fiscal 1963 to 15,642 as 
of June 30, 1964. These substantial reductions were effected despite 
the fact that on-board strength in all categories in the top priority 
Vietnam program increased by 197 during the year, from 1024 to 1221. 


IMPROVING AID ORGANIZATION 


President Johnson designated Thomas C. Mann as Assistant 
Secretary of State for Inter-American Affairs, U.S. Coordinator 
of the Alliance for Progress, and Special Assistant to the President. 
To meet the unique problems posed by the Alliance for Progress, a 
single State-AID country desk focal point for each Latin American 
country was established to affect better coordination and a closer 
interagency working relationship. 
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A Regional AID Mission for Africa was established in the 
African Bureau in Washington. It presently administers limited 
foreign assistance programs in several countries, combining in a single 
staff both field and Washington operations for these countries. By the 
end of fiscal year 1965 plans call for its relatively small staff to replace 
over 100 U.S. and foreign national personnel who were stationed 
abroad asof the beginning of fiscal year 1964. 

In Washington, an Office of Labor Affairs, reporting directly to 
the Administrator, was established to provide stronger leadership in 
AID's efforts to strengthen free labor institutions in less-developed 
countries. This office makes it possible for the Agency to work more 
effectively with the U.S. labor movement, with universities, and with 
the Department of Labor in the development and implementation of 
labor programs. 

A special Operations Evaluation Staff was initiated to provide 
objective assessments of the operational performance and effectiveness 
of AID's overseas missions in carrying out approved programs and 
projects. A central Procurement Policy Staff was established with 
responsibility for the continuous examination and improvement of 
AID procurement policies and procedures. 

The Communications Resources Division, formerly a separate 
unit reporting to the Assistant Administrator for Administration, was 
consolidated with the Office of Technical Cooperation and Research, 
to place communications technology and expertise inside the major 
AID staff office responsible for policy guidance for the technical co- 
operation program. 


IMPROVEMENTS OVERSEAS 


Ten separate AID organizations overseas were eliminated during 
the year, either because of aid program terminations or because of 
changes in administrative policy. 

AID programs were officially terminated in Cambodia and 
Yugoslavia, and the Office of the Bonn (Germany) Area Controller 
was abolished. 

Countries in which a separate AID structure, headed either by an 
AID Mission Director or an AID Representative, have been eliminated 
(although modest U.S. assistance programs continue) include Gabon, 
Haiti, West. Indies and Eastern Caribbean, Surinam, Israel, Iraq, and 
Syria. Elimination of the AID organization in these countries was in 
addition to organizational arrangements previously made in some nine 
African countries where the U.S. economic assistance effort is now 
conducted as an integral part of the Embassy establishment. 

Increased delegations of authority to selected overseas missions 
were made to provide the flexibility to meet changing program needs 
and to permit quicker, more decisive and effective field program im- 
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plementation action. Selected authorities for personnel, contracting 
and procurement were delegated on a pilot basis from Washington to 
the Ethiopia Mission; authorities were given to severa] AID Mission 
Directors in Latin America to authorize and implement certain capital 
assistance activities and projects; and further delegations of authority 
were made to the AID Mission in Thailand for technical assistance 
project approval and procurement waivers. 


ADMINISTRATIVE COST REDUCTIONS 


As a result of reduced employment levels at the end of the year, 
savings from originally estimated costs for U.S. and foreign national 
salaries and related costs in the amount of $9,925,000 were available 
for other program uses. 

By stringently controlling the obligation of funds for Washing- 
ton and overseas operating expenses, AID saved over $1,809,000 during 
the fiscal year. Property and equipment which were surplus to the 
needs of AID were sold during the year, thus saving $350,000. 
Through its audits, AID recovered in excess of $9,000,000 as a result 
of disallowances of improper expenditures by recipient countries or 
contractors. 

To encourage more economical and efficient operations, AID in- 
augurated an Agency-wide Management Improvement Program dur- 
ing fiscal year 1964. The program requires that Agency offices and 
bureaus submit in advance a plan of specific actions to be taken at 
each level of organization during the year to improve operations. 


IMPROVED OPERATING EFFICIENCY 


During fiscal year 1964, the Agency increased the efficiency of its 
operations through expanded use of automation, revitalization of 
agency personnel operations, and changes in internal audit proce- 
dures. 

The agency’s electronic data processing equipment applications 
were expanded to include: 


A mechanized Washington payroll operation, which allows 
each payroll clerk to handle 25 percent more employees and 
automatically produces many reports and analyses required 
in payroll and personnel administration ; 


Mechanized project reporting to accelerate provision of per- 
tinent statistical and financial data on active and completed 
Agency assistance projects; 


Preparation of Agency reports on the status of disbursements 
and repayments under loan agreements. 


Fiscal year 1964 also saw completion of a comprehensive reorga- 
nization of personnel activities and a thorough overhaul of the Agen- 
cy's basic personnel policies and procedures. 

The Office of Personnel was reorganized and personnel authorities 
were decentralized to conform to AID's organizational structure and 
concepts. Agency policies and procedures in almost all major areas 
of personnel management were revised. A comprehensive survey 
of the Agency's personnel function resulted in recommendations to 
improve the effectiveness of personnel management in the areas of 
classification, processing and paperwork, workload distribution and 
statistics and reports. | 

Continued improvements in the overall analyses, reporting and 
planning of internal audits eliminated large auditing backlogs and 
produced a 33 percent increase in audit coverage over the level exist- 
ing in fiscal year 1962. 


AID ADVISORY COMMITTEES 


A new Advisory Committee on Private Enterprise in Foreign Aid 
was established in compliance with Section 601 of the Foreign Assist- 
ance Act of 1961, as amended in 1963. Composed of nine prominent 
citizens representing business, labor, foundations, universities and 
cooperatives, the Committee will review existing programs for en- 
couraging private investment and will study new proposals for guar- 
anties, for additional means of protecting investments, and for new 
patterns of business-government cooperation, including joint ventures 
involving American and local investors. The membership and func- 
tions of this and other advisory committees serving AID are listed 
in the Appendix. 


30 


— a am y — 


V. MILITARY ASSISTANCE 


The fiscal year 1964 Military Assistance Program (MAP) con- 
tinued to serve the purpose for which the Congress authorized the 
provision of military assistance—that of promoting the foreign 
policy, security and general welfare of the United States by strength- 
ening the self- and common-defense capabilities of allied and friendly 
nations which share with the United States both the burdens and the 
benefits of free world collectivesecurity. 

During the period covered by this report, progress toward the 
attainment of specific MAP objectives was, however, limited by the 
fact that the one billion dollar appropriation for the fiscal year 1964 
program was the smallest in the fourteen-year history of the program; 
and the efficiency of operations was further hindered by the related 
fact that legislative action was not completed until more than half 
of the fiscal year had elapsed. After operating for six months on 
Continuing Resolution authority, without any certainty as to the 
amount of new obligational authority which would eventually be pro- 
vided, the Department of Defense was confronted, in January 1964, 
with the problem of accommodating a reduction of 29 percent in the 
amount requested to fund that program with minimum jeopardy to 
United States security interests. 

Both the long delay in legislative action and the magnitude of the 
fund cut made the necessary adjustments extremely difficult and 
resulted in a fiscal year 1964 Military Assistance Program which 
fell far short of satisfying valid requirements for the maintenance of 
a free world common defense posture commensurate in total strength 
and flexibility with the Communist threat it was created to deter and 
contain. This shortfall necessitated the deletion or deferral of pro- 
gram components essential to the attainment of MAP objectives which 
are closely related to and interdependent with United States forward 
strategy and foreign policy. 

The following region-by-region report on the fiscal year 1964 Mili- 
tary Assistance Program sets forth both what was accomplished and 
what had to be left undone within the limits of $1.2 billion in total obli- 
gational authority composed of new obligational authority (one bil- 
lion dollars) plus reappropriations, recoupments from prior year 
programs, and the transfer of $90 million from economic aid and the 
contingency funds. 
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EUROPE 


In fiscal year 1964, the residual Military Assistance Program 
in Europe had four principle objectives: (a) to fulfill earlier com- 
mitments; (b) to continue phasing down grant military assistance 
to the European area as a whole; (c) to assist in maintaining access 
to certain military bases and facilities and (d) to fund the U.S. share 
in common international endeavors such as the NATO Infrastructure 
and International Military Headquarters programs supporting U.S. 
and allied forces in Europe. The program for Europe was successful 
in achieving all of these objectives. 

MAP played an important part in retaining access to military 
facilities in Spain. On September 26, 1963, the Defense Agreement 
was extended for five years in recognition of U.S. and Spanish mutual 
security interests, thereby making available various strategically im- 
portant military facilities in Spain for joint use. It was agreed that, 
subject to Congressional action, the U.S. Government. would provide 
support to the Spanish defense effort in the form of military sales, 
cost-sharing agreements, and limited grant aid. 

In February 1964, then Assistant Secretary of Defense William 
Bundy went to Norway and Denmark to review the progress of the 
1962 and 1963 agreements with those countries concerning the phase- 
out of U.S. grant aid and increases in country defense expenditures. 
Final arrangements were worked out with Norway concerning aircraft 
partly to be furnished as grant aid under MAP and partly to be 
purchased by the Norwegians. 

On February 14, 1964, the United Kingdom, France and Yugo- 
slavia became ineligible for grant assistance, in compliance with Sec- 
tion 620(a) (3) of the Foreign Assistance Act of 1963, because of 
shipping and aircraft under their registry engaged in trade with 
Cuba. 

The overall amount of grant military assistance to Europe con- 
tinued to decline in fiscal year 1964. The Spanish and Norwegian 
country grant aid programs and the NATO Infrastructure Program 
through which the United States shares with its NATO partners the 
cost. of constructing military facilities for the use of U.S. and other 
NATO forces, were the largest MAP items in the European area. In 
terms of total obligational authority, grant aid for Europe, excluding 
the U.S. share of international programs in the N ATO area ($44.1 mil- 
lion), declines from $144.7 million in fiscal year 1963 to $102.9 million 
in fiscal year 1964, a reduction of 28.9 percent. 


NEAR EAST AND SOUTH ASIA 


The major thrust of the fiscal year 1964 grant Military Assistance 
Program for the Near East and South Asia (NESA) area was toward 
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support of the deterrent strength represented by the armed forces 
of five key countries on the periphery of the Iron and Bamboo Cur- 
tains. Four of these countries— Greece, Turkey, Iran and Pakistan— 
are members of NATO and/or CENTO, and the ability of each to 
play its assigned part in regional defense is vitally important to the 
collective security of the entire area. "The fifth, India, does not par- 
ticipate in any formal common defense arrangements, but its continu- 
ing independence and protection from renewed Chinese Communist 
attack must be assured if freedom is to be preserved throughout 
Southeast Asia. "These five countries therefore received 98 percent 
of the $354.6 million of grant MAP allocated to the NESA region in 
fiscal year 1964. The balance of two percent was used to provide equip- 
ment and training to Jordan; training only to Afghanistan, Iraq, 
Lebanon, Saudi Arabia, Syria, and Yemen ; and under a newly initi- 
ated program for Nepal, a modest amount of communication 
equipment and vehicles. 

In the process of adjusting the total worldwide Military Assist- 
ance Program to accommodate a 29-percent reduction in total fund 
avallability for fiscal year 1964, almost $100 million had to be cut 
from NESA country grant aid programs. As a result, it was neces- 
sary to delete or defer much of the planned replacement of obsolescent 
equipment which limits the capability of forward defense forces such 
as those of Greece and Turkey on whose borders are massed large 
and completely modernized Soviet and Soviet satellite offensive forces. 
The fact that United States forward strategy depends heavily upon 
the ability of such allied forces to deter Communist aggression points 
to & continuing unsatisfied need to provide them with equipment 
commensurate in effectiveness with that which arms the threat they 
oppose. 

Dvring fiscal year 1964, military assistance contributed to the 
development of self-help projects which will increase the ability of 
both India and Pakistan to provide for their own defense needs. 
Each country now has a munitions production program designed to 
supply ammunition for its armed forces. Facilities, transportation 
and manpower were furnished by the country itself, and MAP support 
of this indigenous effort has taken the form of excess production tools 
and equipment from excess U.S. stocks. 


AFRICA 


The small amounts of military assistance provided to Africa in 
fiscal year 1964 was designed to serve one or more of three specific 
purposes, all of which are closely related to United States security 
and foreign policy interests. In North Africa, grant aid programs 
totalling $14,400,000 included those for Ethiopia and Libya, where 
the United States has access to facilities important to the United 
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States global defense posture. Military assistance provided to such 
countries not only helps to ensure continuing access to, and protection 
of such facilities but also contributes to the internal security of the 
recipient countries. 

Grant aid programs for five countries in Tropical Africa, which 
amounted to a total of $7,500,000, were directed toward the strengthen- 
ing of internal security and the support of civic action projects through 
which indigenous forces were encouraged to contribute to economic 
progress and foster the confidence of the people in both military and 
civilian authority. The equipment and training provided also served 
to thwart Soviet and Chinese Communist efforts to gain a dominating 
influence in newly emerging nations whose political and economic vul- 
nerability make them tempting targets for subversion and infiltration. 

During fiscal year 1964, 85 percent of the military assistance 
programed for Tropical Africa was allocated to the Congo where the 
legitimate government was dangerously threatened by terrorism and 
guerrilla activities which could not have been controlled without the 
aid provided through MAP to the armed forces of that government. 


FAR EAST 


The $1,405 million MAP request submitted to the Congress in 
January 1963, included $671.8 million grant aid for Far East Coun- 
tries. The one billion dollars appropriated in January 1964 was a 
29 percent reduction. This provided $550.8 million grant aid for 
the Far East region, a reduction of 18 percent within which it was 
necessary to accommodate a 40 percent increase in fiscal year 1964 
fund requirements for Laos and Vietnam, above the amounts re- 
quested of the Congress. However, Laos and Vietnam claimed over 
40 percent. of all MAP availability for the Far East region. The 
impact of the reduction was therefore severe elsewhere, averaging 
36 percent for countries other than Laos and Vietnam. 

Of the $309 million available to Far Eastern countries other 
than Laos and Vietnam, $221 million supported essential training 
and maintenance for forces and equipment on hand or previously 
funded. This was a substantial reduction in operating costs from 
prior years and reflected strenuous, continuing efforts toward greater 
efficiency and increased self-help by the countries concerned. Despite 
these efforts to reduce the cost to MAP of force maintenance and 
training, only $88 million could be devoted to necessary investment in 
new weapons and equipment and related training for Far East coun- 
tries other than Laos and Vietnam. Comparing the final program 
with the original estimate of the amount required for satisfactory 
progress toward force and equipment goals considered necessary by 
the Joint Chiefs of Staff, this substantial sum of $88 million appears 
to be at least $190 million short of the funds necessary to carry out 
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one year's element of a five-year modernization program sufficient 
to keep pace with the estimated threat. 

In South Korea and the Republic of China, maintenance and 
training absorbed the bulk of available funds, and important force 
improvement requirements were not met. 

In the Philippines, most of the limited investment funds were 
required to finance F-5 aircraft as the first step toward modernization 
of the Air Force. Again no significant investment in Navy or Army 
forces was possible. 

In Thailand, the limited amount of funds available for invest- 
ment was distributed largely to the Air Force and Army, with minor 
amounts going to the Navy and Marine Corps. A major portion was 
devoted to the improvement of important base and logistic facilities 
and only limited improvement in the equipping of Thai forces was 
possible. 

Funds planned for Japan were reduced to the minimum required 
by prior commitments. Funds planned for Cambodia were diverted 
to other countries as a consequence of Cambodian decisions that caused 
our program there to be closed out. Funds planned for Indonesia 
were reduced to provide only minor training programs and some equip- 
ment in support of civic action programs by the Indonesian Armed 
Forces. 

In summary, military assistance funds available for Far East 
countries in fiscal year 1964 met essential requirements in Laos and 
Vietnam but were insufficient to carry out programed force improve- 
ment in other countries of the Far East region after meeting training 
and maintenance needs. 


LATIN AMERICA 


In fiscal year 1964, grant. military assistance totalling $68.7 mil- 
lion was provided to 19 Latin American countries to help their military 
establishments in the performance of three basic missions: 

(1) To maintain security against Communist and other threats 
of violence and subversion, including guerrilla warfare, and the move- 
ment of armaments and men clandestinely across land, sea and air 
borders for subversive purposes. 

(2) To expand the use of military forces on civic action projects 
useful to the populace at al] levels, such as training, public works, 
agriculture, transportation, communications, health and sanitation, 
which will contribute to social and economic development. 

(3) To contribute to the defense of the adjacent coastal areas of 
the Caribbean Sea and the Atlantic and Pacific Oceans, with primary 
emphasis on surveillance, intercept, patrol and harbor defense. 

Training assistance totalling $13 million and materiel and other 
services totalling $55.7 million were programed as grant aid in support 
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of these three missions, with the first, internal security, receiving nearly 
60 percent. Equipment deliveries consisted primarily of vehicles, 
aircraft, communications equipment, spare parts and maintenance 
items. 

Civic action projects were undertaken by the military in almost 
all Latin American countries. These have included the construction 
of schools, rural water supply systems, access roads, medical dispen- 
saries and communications facilities in remote areas. By their par- 
ticipation in such projects, Latin American military forces have gained 
a more intimate knowledge of, and a deeper interest, in the basic inter- 
nal problems of their countries. These activities have also helped 
materially in improving relations and trust between the military and 
rural populations, and have made tangible contributions to socia] and 
economic progress. 

The development of an increasing spirit of professionalism along 
with improved military capabilities among Latin Ámerican military 
forces has served to strengthen their role in supporting constitutional 
democracy against Castro-Communist efforts to foment terrorism, 
insurgency and guerrilla warfare or to take over a country by 
subversion. 


TRAINING 


Although the grant aid training of foreign military personnel is 
an integral part of the Military Assistance Program for each of the 
four regions discussed above, the direct and collateral benefits which 
accrue from this training are of such significance to the attainment of 
United States security and foreign policy objectives throughout the 
free world as to warrant special mention. The Secretary of Defense 
has stated that “in all probability the greatest return on any portion 
of our military assistance investment—dollar for dollar—comes from 
the training of selected officers and key specialists in United States 
schools and installations. These students are hand-picked * * * they 
are the coming leaders of their nations. It is beyond price to the 
United States to make friends of such men.” During fiscal year 1964, 
10,396 such students were trained in the United States and another 
8,008 overseas, bringing the total number of foreign military per- 
sonnel trained under the grant Military Assistance Program since its 
inception to 227,999. 


MILITARY ASSISTANCE SALES 


Doth the gradual phase-out and/or termination of grant military 
assistance, except for limited training, which has been taking place 
in programs for most of the Western European countries, and the 
increased emphasis on efforts to encourage purchases of military equip- 
ment from the United States by such countries, have resulted in a 
steadily growing volume of sales of material and related training. 
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During fiscal year 1964, these sales totaled $1,527 million ; and, in order 
to facilitate the purchase of valid military requirements by countries 
which were unable to buy on an all cash basis, some degree of credit 
assistance was provided through MAP in connection with $100 million 
worth of the total volume for fiscal year 1964. 


Military Assistance Program for Fiscal Year 1964 


[In thousands] 


Totül aussi ula cet LEE Ee cL E $1, 231, 800 
EUROPE —  — ul u S ¿OL see eee ee ew cessed $102, 900 
Be 0M -.2cocekesweceedsueuvaMEOUEE ese ewe see eke seeseees 2, 600 
DEMAS u T me mn LT C 3, 400 
Frani rica co Roa 600 
Germany coi puta ooo ooo is 300 
A A Qu e a 9, 800 
LütXemboUFg. sir a EE E a (*) 
Netherlands ¿si ee eee ce 2, 400 
NOPWHÜV url eo ce nb oa A mae ase ES 36, 000 
Portugal L1-:52.nmcLzzenssesce ee ES 2, 100 
SDAIN 2 Z 2 che IN uU A u: 2 sS IS 40, 900 
United IS 2 22-22.2.2.222.2222-222.2.2.22.-- 100 
Mutual weapons development program----------------------- 1, 000 
Weapons production program...........- A A ead Sm 7, 400 
Europe area program____________ M 2, 500 
MAP assets applied to country programs....-..------.-------- —7, 300 
NEAR EAST/SOUTH ASIA. .. . $354, 600 
'ATRRANÍSTAD: cnica ip Fue a C uu 300 
GIO 622622 n es i esos ch See eee Lc LU DOE I 69, 500 
India we ea eel AAN (°) 
i.p A rU 50, 300 
IFG A II A au UEM LL E 100 
JOUA ou he oon eee oe ce CLE OLEI p LL EE 4, 200 
Lebanon . ---.....- i uapa ue S ————— REOR _ —41909— 
Nepal zs gcc ee uil A ee ee (°) 
DARIA A a (2) 
Saudi. Arüblac. us uu L oe ee to Ou Lu 1, 200 ` 
A en uuu p (*) 
ys AA ie ce eet aes 142, 200 
Yemen c eyed 022222c sol Lese ee au ee ls () 
Near East and South Asia area program____-____-_-__--______ 94, 400 
MAP assets applied to country programs___-__-._-____-_______ —7, 500 
NORTH AFRICA. . — ... S $14, 400 
Ethiopi: 4s. neo usu uu ee u E: 9, 500 
Ps QC TTE pe TERN 2, 200 
MIOPOGUO: lt u onc coe cec mL xL depu ut Zn ttal RUE 2) 
A o ed de AAT t Es (2 
North Africa area program__________ À 2,1 


See footnotes at end of table. 


Military Assistance Program for Fiscal Year 1964—Con. 


TROPICAL AFRICA .--------------------------------------- $7, 500 
Congo (Leopoldville) .--------------------------------------- 6, 400 
Liberia. tas eo eee hb ds sa 500 
Mali <a oe sate ee O eee 200 
Nigori. A sua Z soso Ges eles eta ot det a 300 

A A tee k ieee p 222 tie 200 

FAR EAST - ae eee ce EAR R $550, 800 
Cambodia 22226 oe ee ee eee d ELE cL ec 400 
China, Republie Of- 2 uu zl, is e la 81, 900 
JAPAN ¿er RR Ede 11, 300 
Korea. eh is ee eae eos DLE 149, 600 
TON Eoo [hel D A A a (7) 
Philippine Islands-222222026. oe ee eee et Cea Eae oss 24, 600 
MONG ANG) zo u teehee eee ta ee ee EE (2) 
vienam sacose s 2 ee ee u paz E EE LM 214, 500 
Far East area program___________ o 115, 900 
MAP assets applied to country program-__.__.___.. —47, 400 

LATIN AMERICA ___.__. -------------—- s ni bees $68, 700 
Ateni Di ccce lu suu aa ms EE 9, 100 
BOLIVIE aaoloclldolesuncuasetumweudasdugadenuem EE eu nale 8, 000 
Brażil 523265 See ea Pc ——— P S 11, 400 
C HIS zs alcol esu ewe du LE 8, 600 
Colombia. scuba atea sau ME LE LE 10, 000 
Costs. RIO acres Sa 100 
Dominican Republie-_- eee 600 
BEGUROOE cossi innana cis, 8, 800 
EP "SAIVAdOP=a. ou L u 22 LS iaa 1, 200 
Guasteinald. celia uc uq idest dE 2, 000 
Honduras: 2262065 oe sua aa E 100 
JAMAICA iii a une LLL LL (*) 
MeXICO- AA OA D Zum ee ee etek 800 
INICAT AQUA: AAA kee ss 1, 400 
Pane MQ nce ee oe te eee eee eee eee ae 800 
PORE ON Vua uui eu o ee s 1, 600 
POPRU unto e LLL iR ev idc E ee 9, 500 
UpüuguBj 222i: cun E iani AM RA tL SLE a 2, 800 
Venezuela cc Lecce cL cL E IL LLL Lr Ee 1, 600 
Latin America area program-__..__._. co 900 
MAP assets applied to country programs__________ 22 c c Llc 22-2. —100 

NONREGIONAL.. LL LL LL LLL LLL $132, 900 
Administrative expenses______ 2 LL LLL L222222222222222222222-- 23, 800 
Other nonregional____. i ee Se ee .. 109, 100 


(!) Less than $50,000. 
(^) Data classified ; included in the figure for regional area undistributed. 
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VI. OTHER FREE WORLD ASSISTANCE 


The efforts of industrialized free-world countries and interna- 
tional organizations to expand, improve and coordinate development 
aid programs continued during fiscal year 1964. The major instru- 
ments for achieving these objectives are the Development Assistance 
Committee of the OECD, the multilateral financial and development 
institutions, consortia and other coordinating mechanisms, the United 
Nations and its Specialized Agencies. 


THE DEVELOPMENT ASSISTANCE COMMITTEE 


The Development Assistance Committee (DAC) of OECD, com- 
posed of theaid-giving countries of Western Europe, the United States, 
Canada, and Japan, is a body for promoting the expansion and co- 
ordination of free-world aid to less-developed countries. The DAC 
has no operational program of its own, and does not allocate or con- 
trol the utilization of the aid funds of any of its members. It is a 
forum for discussion by representatives of donor governments and 
International agencies of problems common to all in mobilizing re- 
sources and utilizing them effectively to promote economic develop- 
ment. A principal activity of DAC is the Annual Aid Review of 
member country programs, during which full and frank discussion 
throws light on policy issues, tecliniques, differences in donor per- 
formance and problem areas, assesses progress made, and points up 
needed improvements. 

The DAC promotes coordination through meetings on specific 
countries and regional groups of countries. No particular format has 
been chosen for such meetings, which are distinguished from consortia 
in that they do not imply any specific commitment to meet a financial 
gap. Participation in such meetings is voluntary, and non-DAC 
members may be invited to join. The DAC Coordinating Group which 
meets regularly in Thailand focuses mainly on technical assistance 
problems. The DAC has met to discuss problems concerning the 
Congo, East Africa, Somalia and several other countries. Regional 
meetings have been held in the past year on countries in the Middle 
East, Latin America and West Africa. In September, DAC members 
met with representatives of several inter- American development orga- 
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nizations (IDB, OAS, CIAP) to discuss how DAC countries might 
cooperate with these organizations. 

The third DAC annual aid review in May and June 1964 was 
generally considered the most effective to date. It reflected a growing 
sophistication about aid programming among DAC members. The 
review each year is summarized in a published report by the Chair- 
man. This year's report states that improvements have taken place 
in policies and methods of operations of DAC members, and that 
accumulated experience is beginning to tell in choices of priorities and 
programs. There is a trend to wider geographic distribution of aid, 
accompanied by increased variety and flexibility of operations. Two 
countries (Canada and the U.K.) have announced policies providing 
for softer loan terms. U.K. terms were eased for 1963 commitments 
for a number of countries. The report points out many problems, 
among them that the actual outflow of assistance showed only a small 
increase in 1963. It makes proposals for strengthening the assistance 
effort, while pointing out that because development is a long-term 
process, it would be unrealistic to expect quick and spectacular progress 
from year to year. 

The DAC Chairman reported that the total net flow of official 
long-term financial resources from DAC countries to less-developed 
countries and multilateral agencies in 1963 increased to about $6.1 
billion from $5.9 billion in 1962. Bilateral aid disbursements rose from 
$5.3 billion to $5.7 billion, while net disbursements to multilateral 
agencies declined from $602 to $396 million, largely due to the absence 
of required payments to the EEC Development. Fund. 

Total net aid disbursements by countries other than the United 
States decreased slightly from $2.3 to $2.2 billion, although some coun- 
tries, particularly Canada, showed increases. 

The net flow of private investment was about $2.1 billion in 1963. 
Other DAC members continued to show a higher net rate of private 
investment than the U.S., although their total decreased slightly from 
an adjusted total of $1.24 billion in 1962, to $1.19 billion in 1963. 

Almost one billion dollars of the $6.1 billion disbursed in 1963 by 
DAC countries was for technical cooperation activities. This included 
funds for 41,000 students and trainees, and 81,500 experts and teachers 
who were sent to less-developed countries under bilateral programs. 

At a meeting in July 1964, DAC members agreed to examine 
during the coming year such questions as aid requirements and self- 
help standards, the debt burden of less-developed countries, develop- 
ment and finance questions arising out of the UN Trade and Develop- 
ment Conference, and the effectiveness of consortia and other joint aid 
operations. 
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MULTILATERAL FINANCIAL AND 
DEVELOPMENT INSTITUTIONS 


Bilateral programs of the United States were complemented by 
a record high level of operations by the World Bank group of financial 
institutions in fiscal year 1964. The International Bank for Recon- 
struction and Development (IBRD) made 28 loans to 22 developing 
nations totaling $575 million, representing about 70 percent of its total 
commitments in fiscal year 1964. Gross disbursements to developing 
countries totaled $439 million. 

During the year, the World Bank instituted new measures to 
provide a greater degree of flexibility in its operations. Loan maturi- 
ties were lengthened (in appropriate cases, to 35 years), and grace 
periods up to 10 years were authorized. The World Bank reaflirmed 
its readiness to provide financing for local expenditure on high-priority 
projects in cases where loans covering only direct imports would not 
provide adequate support. The Bank also indicated its intention to 
intensify support for agriculture and education and to continue co- 
operation with the FAO and UNESCO in these sectors. To expand 
support for private industry, the World Bank announced its intention 
to provide loans to the International Finance Corporation (IFC) for 
relending to private industry, subject to amendment of the Articles of 
Agreement. The International Development Association (IDA) ex- 
tended a new kind of industrial credit (for the importation of com- 
ponents and materials) not earmarked for a new project but designed 
to make fuller use of already existing capacity. 

During the fiscal year, the replenishment of the resources of the 
IDA wasassured. The IDA isto receive $750 million of contributions 
from 17 governments, of which the United States will contribute $312 
million, for lending commitments up to at least the end of fiscal year 
1966. The new funds will cover expenditures against these commit- 
ments and are to be paid in three equal installments beginning in No- 
vember 1965. The IDA is the World Bank's affiliate for financing 
development through long-term, low-cost credits that do not add mate- 
rially to debt-service burdens. During the year, IDA made 18 credits 
totaling $283 million to eight developing countries, the highest com- 
mitment level since it began operations. Gross disbursements totaled 
$124 million compared to $56 million the previous year. The World 
Dank also approved a resolution at the 1964 annual meeting to increase 
the usable resources of IDA by transferring to it $50 million of the 
Dank's net income for fiscal year 1964. 

The International Finance Corporation (IFC) made 17 commit- 
ments totaling $20.5 million during fiscal year 1964 for the financing of 
private enterprises in 12 developing countries. In fiscal 1964 the 
IFC made a higher total amount of investments and in more countries 
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than in any previous year. Gross disbursements totaled $15 million. 
A recommendation designed to augment considerably the resources 
available to the Corporation was approved at the 1964 annual meeting. 
The Directors of IBRD and IFC recommended submitting a proposal 
to the Board of Governors to amend the Bank's Articles to enable it to 
lend to IFC, and to amend IFC's Articles to permit borrowing from 
the Bank. Amendments to the Articles of both institutions may be 
approved by the U.S. Governor only after passage of appropriate 
legislation by Congress. 

In fiscal year 1964, the Inter-American Development Bank (IDB) 
approved loans totaling $194 million from the Ordinary Capital Re- 
sources and Fund for Special Operations (FSO). In addition, $58 
million was authorized for lending by the Social Progress Trust Fund, 
which is financed by the United States and administered by the IDB. 

In order to provide for the continued operation of the IDB asa 
major arm of the Alliance for Progress, an over-all increase in 
authorized capital resources became effective in January 1964. The 
action consisted of a one billion dollar increase in the authorized 
callable capital stock of the Bank, a 50 percent increase in members’ 
quotas in the FSO, and an additional increase of $300 million in the 
IDB’s authorized capital (both paid-in and callable) to provide for 
the possible admission of new members. The U.S. participation in the 
authorized increase in ordinary capital subscriptions amounted to 
about $412 million, subject to final legislative appropriation, while 
the increase in the U.S. quota in the FSO amounted to $50 million. 
The United States also made available an additional $131 million for 
the Trust Fund. The IDB has proposed a further increase in the 
FSO of $900 million over the three years, 1965-1967, of which the 
United States would provide $750 million. The FSO's activities 
would be expanded to include financing of social development projects 
hitherto financed by the Trust Fund, thus obviating further U.S. 
contributions to the latter. 


CONSORTIA AND OTHER COORDINATING 
MECHANISMS FOR SPECIFIC COUNTRIES 


Other free world aid coordination during the year included the 
following: 

The India Consortium, consisting of 10 donor countries and the 
IBRD/IDA, met in 1964 under the auspices of the World Bank, and 
raised $1,028 million in pledges for the fourth year of India's Third 
Five-Year Plan. The U.S. pledge was $435 million, or 42 percent of 
the total. Almost $4.5 billion has been pledged by the Consortium 
for the first four years of the Third Plan, of which the U.S. share is 
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$1,850 million. Some improvement was made in the average terms and 
conditions of pledges by four Consortium members. 

The Pakistan Consortium, also sponsored by the World Bank, 
and consisting of nine donor countries and the IBRD/IDA, convened 
in 1964 and pledged $431 million for the fifth year of Pakistan's 
second Five-Year Plan. The United States’ pledge totaled $212.5 
million. The U.S. share decreased from 53 percent of pledges for the 
second and third years of the Plan to 49 percent for the fifth year. 
For the last four years of the Plan, $1,819 million has been pledged 
by the Consortium, of which the total U.S. share has been $925 million. 
The pledges by five Consortium members at the last meeting showed 
improvements in terms and conditions over the previous year. 

Under the aegis of the World Bank, a Consultative Group on 
the Sudan was organized in 1963 and held three meetings to discuss 
the coordination of financial assistance in connection with Sudan’s 
Ten-Year Plan. The Nigeria Consultative Group held four meet- 
ings during the fiscal year which culminated in a $208 million financ- 
ing plan to construct the Niger Dam with participation by the IBRD, 
Italy, the Netherlands, the United Kingdom, the United States, and 
possibly other members of the Group. Two meetings of the Consult- 
ative Group on Tunisia were held during the fiscal year, and the 
Colombia Consultative Group met in June to consider the financing 
of various economic development projects. 

A supplemental agreement to the Indus Basin Development 
Fund Agreement of 1960 was completed during the year. The new 
agreement will provide the Fund, which is administered by the World 
Bank, with additional foreign exchange resources aggregating $315 
million to be applied toward the cost of works to be constructed by 
Pakistan in the Indus Basin. 

The OECD Consortium for Turkey, consisting of 14 donor 
countries and IBRD/IDA, made initial pledges for Turkey’s 1964 
development program in January. The U.S. contribution for pro- 
gram lending was $70 million, about the same level as in 1963. Other 
bilateral contributions, totaling $65 million, were somewhat lower 
than 1963, but overall terms were slightly improved. In addition, the 
United States and United Kingdom made commitments for develop- 
ment projects, and further efforts were planned to increase European 
contributions in the last half of 1964 to cover a remaining shortfall 
in non-project financing. 


COORDINATION WITH THE U.N. AND ITS 
SPECIALIZED AGENCIES 


The U.S. policy of close cooperation with the United Nations and 
its specialized agencies was continued throughout fiscal year 1964 
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with good results. U.S. officials maintained close relationships with 
the United Nations in order to help insure the best use of available 
resources. AID coordinated its activities with the Department of 
State at both the policy and operational levels. Instructions were 
issued by AID and by the U.N. for full cooperation in the field between 
donors of technical assistance to prevent overlap or duplication, and 
for cooperation in developing future activities so as to achieve maxi- 
mum benefit from combined U.S. and U.N. operations in technical 
assistance. 

In addition, three U.N. Specialized Agencies (FAO, UNESCO, 
and ICAO) issued orders to their field staffs directing close cooperation 
with U.S. aid missions and other bilateral staffs. Other Specialized 
Agencies are being urged to take similar steps. 

To check on the results of these measures, AID conducted field 
surveys of U.S.-U.N. cooperation in six countries. These surveys 
showed that cooperation was generally good but there was need for 
even closer cooperation. Additional steps are being taken at all levels 
to bring this about. 

AID officials visited U.N. headquarters in New York for consulta- 
tions and U.N. field officials have regularly visited AID headquarters 
in Washington for briefing on AID activities in connection with their 
work. 

Progress was made toward the merger of the U.N. Special Fund 
and the U.N. Expanded Program of Technical Assistance into a new 
organization. This merger has been approved by ECOSOC and 
recommended to the General Assembly for approval, with the new 
organization to be known as the United Nations Development Pro- 
gram (UNDP). The main features of the proposed merger are: 

1. A single intergovernmental committee would be established 
as the governing council for UNDP and would provide general policy 
guidance and direction for UN programs of technical assistance; 

2. Àn advisory committee from Specialized Agencies would be 
established to replace the two prior boards (the Technical Assistance 
Board and the Consultative Board of the Special Fund) ; 

3. The present head of the Special Fund would become the ad- 
ministrator of UNDP and the present head of EPTA would become 
the co-administrator while the management aspects of UNDP are 
worked out ; 

4. The present types of projects would be continued but it is 
expected that they would develop towards a more uniform system; 

5. More attention would be given to the evaluation of results 
and to the development of more effective ways to speed economic 
development. 
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VII. ALLIANCE FOR PROGRESS 


“The foundations have been laid" for the progress and success 
of the Alliance for Progress, President Lyndon B. Johnson told the 
Latin American diplomatic corps in a meeting at the White House on 
May 11, 1964. He declared that “The time calls for more action,” 
and that despite some adverse political developments during the early 
part of the year, the Alliance for Progress—with strong U.S. backing— 
fostered further significant change in Latin America during 1964. 

The Inter-American Economic and Social Council (IA- 
ECOSOC), which held its Second Annual Review Meeting of the 
Alliance for Progress in Sáo Paulo, Brazil, in November 1963, noted 
that 10 of the 19 Latin American nations participating in the Alliance 
had met or surpassed their goals of 2.5 percent per capita growth 
rates. Reflecting the priority which the United States assigns to 
Latin America, that meeting was told that on a per capita basis U.S. 
assistance to Latin America was higher than for any other region of 
the world. 

The IA-ECOSOC meeting also decided to create an Inter-Ameri- 
can Committee on the Alliance for Progress, designed to provide 
much-needed multilateral direction for the Alliance. This new Com- 
mittee, called “CIAP” (from its initials in Spanish) held its prelimi- 
mary meeting in Washington in March 1961, scheduled formal sessions 
in Mexico City in July, and completed its first cycle of country-by- 
country development reviews. It examined national and sectoral 
plans, the steps that had to be taken to put them into effect, and the 
efforts that each country is making to carry out its responsibilities 
under the Alliance charter. 

By June 30, 1964, U.S. assistance through the Alliance had helped 
construct 222,600 homes, 23,100 classrooms, 1,056 water systems and 
wells, and 2,900 miles of roads; produce 6,810,000 schoolbooks; build 
554 health centers, hospitals and mobile health units; make 207,000 
agricultural credit loans; train 47,930 teachers and 5,660 public admin- 
istrators; and establish or expand the resources of 16 development 
banks or funds, 910 credit unions, and 74 savings and loan associations. 

Additionally—and in great part because of commitments made in 
the Charter of Punta del Este which established the Alliance for 
Progress—all Latin American nations had improved their tax admin- 
istration capability, with eight countries passing major tax reform 
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legislation. As a result, the total intake of taxes in Latin America 
in calendar 1963 was estimated to be $500 million higher than the 1962 
total Eight nations had submitted national development plans, and 
12 had introduced agrarian reform legislation. Central government 
expenditures for education increased by an estimated 12 percent in 
1963 over 1962. 

Fiscal 1964 saw the historic United Nations Conference on Trade 
and Development produce agreement on the need for a continuing 
mechanism for discussion of the inter-relationship of trade and eco- 
nomic growth, a matter of urgent and continuing importance to the 
Latin American countries. 

Latin America relies heavily on the export of a few primary prod- 
ucts for its foreign exchange earnings. An upturn in the prices of 
most of the raw materials which Latin America produces began in 
1962 and continued during fiscal 1964, but the danger of sharp price 
fluctuations remained, posing a threat to the orderly development of 
the hemisphere. 

Direct new United States investment in Latin America, which 
had dropped to a negative $32 million in calendar 1962, increased to a 
net inflow of $64 million in calendar 1963, or some $237 million, if 
reinvestment were included. Strong interest by U.S. private investors 
in Latin America was attested to by the fact that AID issued some $342 
million in investment guaranties during the year, and, all told, had 
agreed to back pre-investment surveys involving $122 million in 
potential new investments in the region. 

Political developments during fiscal 1964 included both accom- 
plishments and setbacks. Military coups in the Dominican Republic 
(September 1963) and in Honduras (October 1963) resulted in the 
suspension of U.S. aid activities in those two nations and temporary 
withdrawal of the U.S. AID missions. In December, President Romulo 
Betancourt of Venezuela became the first president in that nation's 
history to finish out his term of office. Free elections were held de- 
spite Communist-inspired terrorism to prevent them, and Raul Leoni 
was chosen to succeed President Betancourt. In Brazil, in late March 
or April, a bloodless revolution resulted in the election to the Presi- 
dency of General Humberto Castelo Branco, who has launched a 
major program of economic reform consistent with the principles 
of the Alliance. Chile had an intense electoral campaign which 
resulted in à democratic victory for Senator Eduardo Frei. 

In promoting the institutions through which the currents of 
self-help and reform in Latin America could best be channeled, the 
operations of the Agency for International Development continued to 
be improved and made more effective. 

The process of a greater integration of political and economic af- 
fairs within AID itself was carried a step further by President 
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Johnson when he designated Thomas C. Mann as Assistant Secretary 
of State, U.S. Coordinator of the Alliance, and Special Assistant to 
the President. Mann also serves as Assistant Administrator for the 
Bureau for Latin America, and U.S. Representative to the Inter- 
American Economic and Social Council. Walt W. Rostow, Chairman 
of the Department of State's Policy Planning Board, was named 
in May as the U.S. representative on CIAP, replacing Teodoro 
Moscoso, who had moved to that post with Mann's appointment as 
U.S. Coordinator. In April, a reorganization of the regional offices 
was effected, in line with the President's desire for a unified approach 
to the problems of Latin America. 


SOME 1964 ACCOMPLISHMENTS 


Measuring the progress of development is a tenuous and uncer- 
tain business. "There is no way to assess accurately the factors of initi- 
ative, determination, and hope, and the momentum they can give to 
the effort to achieve a better life. A few illustrations of the kinds 
of projects completed during fiscal year 1964 may help to indicate the 
direction and character of the Alliance during the year. 

Ecuador: Under a 1959 loan agreement for $5,300,000 a 146- 
mile, all weather highway has been constructed connecting the capital 
city, Quito, and the coastal city of Quevedo. The road traverses 
some of the most difficult mountain terrain in the world, and has 
opened up rich coastal land to settlers. 

Chile: Under a 1961 credit, a five million dollar loan was ex- 
tended to assist the Central Savings and Loan Bank of Chile in sup- 
porting a nationwide system of new private savings and loan associa- 
tions. Twenty-two such associations now are operating. By the end 
of 1963, these thrift institutions had financed the construction of more 
than 10,000 homes and 10,000 more were to be built in 1964. Domestic 
savings were accounting for about 60 percent of the total value of 
the homes financed. The Chilean Government's own contribution to 
the savings and loan system for 1963 and 1964 totaled $9.9 million. 
The system has been so successful that AID in fiscal 1964 authorized 
an additional $8.7 million loan for the Central Housing Bank to 
expand the program. 

Honduras: 'The first stage of a hy ela project on the Rio 
Lindo, tripling Honduras electric generating capacity, began operat- 
Ing during the year. The work, including construction of transmis- 
sion lines, was carried out under a $2.8 million U.S. credit authorized 
in 1960. The World Bank provided $9.0 million for the project, 
and Honduras' National Electric Power authority, $3.0 million. 

Brazil: On April 13, 1962, the United States signed a two-year 
agreement with Brazil to assist in improving the living standards of 
25 million people in the Northeast, one of Latin America's major 
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underdeveloped areas and politically one of the most vulnerable to 
Communist influence. The United States agreed to provide up to the 
equivalent of $142.9 million for projects of direct benefit to the people 
inthearea. Virtually all these funds had been committed by April 13, 
1964; a total of 270 health units had been constructed or renovated ; 
water supply units were under construction in 70 cities and towns; 
and in 73 other towns, electricity generating stations and distribution 
networks were under construction. À total of 2,290 new homes, 2,900 
classrooms, and 24 teacher-training and supervisory centers had been 
established, and an additional 14,000 classrooms were under construc- 
tion. Additionally, agreements for the training of 28,000 teachers 
had been reached, with 4,700 actually completing their courses. Road 
programs and river basin development were getting underway. 


DEVELOPMENT LOANS 


AID development loans to members of the Alliance for Progress 
reached a record level during the year. A total of 69 development 
loans was authorized, involving a total of some $479 million. This 
compared with 39 development loans totaling $334 million in 1963, 
and 14 loans totaling $189 million in 1962. By June 30, 1964, total 
U.S. commitments to Latin America since initiation of the Alliance 
for Progress had reached approximately $3.5 billion. This total in- 
cludes some $1.6 billion through the Agency for International Devel- 
opment, plus authorizations from the Social Progress Trust Fund, 
the Export-Import Bank, Food for Peace, and the Peace Corps. 

Among the more significant. credits announced during the year 
were: 

Bolivia: A $33,200,000 loan was authorized for the construc- 
tion of nearly 200 miles of key highways to link Bolivia's highlands 
with navigable rivers leading to the Atlantic Ocean. As a result, 
virgin lowlands suitable for dairying and agriculture will be opened 
up for settlement by an estimated 100,000 families by 1973. One of 
the highways will be an all-weather road, replacing an existing one- 
lane gravel road. 

Colombia: A $10 million loan signed in June 1964 will provide 
additional resources for a Private Investment Fund, originally estab- 
lished through the Bank of the Republic in early 1963. In its first 
14 months of activity, the Fund had approved 70 loans worth about 
$37 million for private projects to accelerate Colombia’s economic 
growth, raise and diversify agricultural production, or improve its 
balance of payments position. The credits were to help finance plans 
for manufacturing and processing paper products, clothing and other 
textile products, chemicals, metal products, electrical machinery, and 
foodstuffs. Besides the AID credit which supplemented local cur- 
rency loans made earlier, the Fund also received a three million dollar 
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loan from the Inter-American Development Bank and $1.4 million 
from Netherlands sources. 

Chile: An $8.7 million loan was authorized to the Central Sav- 
ings and Loan Bank, an autonomous government agency which 
charters, regulates, and assists savings and loan associations. "The 
credit was to assist the Bank in promoting a secondary mortgage 
market. 'Twenty-two savings and loan associations are affiliated with 
the Bank and have a combined membership of 80,000 persons and 
savings equivalent to $24 million. Through early 1964, these savings 
had been used to finance about 10,000 new homes. The Bank was 
established in 1961 with the equivelent of a five million dollar loan 
from the government of Chile and $10 million from the United States. 

Ecuador: A new area of lending activity for AID was opened 
with an authorization for a $650,000 loan to enable Ecuador's first 
rural electric cooperative in Santo Domingo de los Colorados to ex- 
pand. The co-op was established in 1963, through an AID-supported 
technical assistance program. Besides the AID loan, the Kentucky 
Rural Electric Association of Louisville, Kentucky donated $91,000 
which will enable the cooperative to increase the number of consumers 
from 380 to 1,960. The co-op itself raised the equivalent of $215,000 
foritsown operations. 

Mexico: Under an unusual consortium arrangement with the 
government of Mexico, the Inter-American Development Dank, the 
Rockefeller Foundation, the Ford Foundation, and the United Na- 
tions Special Fund, AID authorized a two million dollar loan to help 
finance the $9.4 million National Agricultural Center in Chapingo, 
Mexico. The Center will be located next to the National Agricultural 
College and will permit the expansion of the College's student body 
from the present 650 to 1,850. The faculty will be increased from 
its present strength of 35 full-time professors to 90 full-time and 
40 part-time professors in 1968. 

Costa Rica: A $1.6 million loan authorization will help Costa 
Rica to increase tax revenues and speed land reform. The credit 
was to accelerate two projects—one on tax mapping and appraisal, 
and another on topographic mapping. The projects were begun in 
1960 when studies revealed that Costa Rica's real property was pro- 
ducing less than half of its tax return potential. Reappraisals of 11 
percent of Costa Rica's taxable properties netted an average 113 per- 
cent increase in tax revenues. The topographic maps will help in 
planning land use, bridges, drainage, mining, and housing projects. 


TECHNICAL COOPERATION 
DEVELOPMENT GRANTS 


The increased emphasis on development. loans was accompanied 
by a corresponding decrease in the allocations for technical coopera- 
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tion. Fiscal year 1964 reflected a reduction of one-third or $36 million 
in development grants in Latin America, dropping from $119.3 million 
to $83.3 million. The principal programs of technical cooperation 
were focused on education, food and agriculture, and public admin- 
istration in order to build the foundations for sustained self-help 
development in the future. The following examples illustrate the 
nature and objectives of these programs: 


Health 


Over 20 percent of Bolivia's miners are believed to have silicosis 
or tuberculosis. In addition to low productivity by miners due to 
disease, health indemnity payments to miners by the Bolivian Govern- 
ment. are estimated at $8 to $13 million yearly. Under an AID-sup- 
ported health program begun in 1963, mobile X-ray units had checked 
1,200 persons by January 1, 1964. In 1964 and 1965, an additional 
10,000 people in the mining areas were to be checked. 


Education 


In 1964, AID terminated its grant program of rural school con- 
struction in Paraguay, but continued with a comprehensive program 
for training teachers and upgrading standards. At the time of the 
termination, 150 rural schools had been placed under construction or 
completed and another 150 were scheduled for fiscal year 1965. A 
teacher training center was completed, a second was under construc- 
tion, and over 1,600 teachers had participated in in-service training. 
The new program ultimately will affect the education of over 100,000 
students. 


Technical Cooperation Grants in Latin America 
Fiscal Year 1964” 


{In thousands] 


Technical Technical 
Type of activity cooperation Type of activity cooperation 
grants grants 

Food and agriculture. .... $15, 200 || Public administration. ...- $9, 500 
Industry and mining..... 6, 900 || Community development 
Transportation... ......- 3, 100 and housing. .......... 1, 500 
AA anene 2,600 || General and miscellaneous. 6, 300 
Health and sanitation.... 7,700 || Technical support. ......- 8, 600 
Education..........-...- 16, 300 — 
Public safety...-.------- 5, 600 Total. osse $83, 300 


1 Estimated. 
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Rural Development 


While Brazil's coastal areas are seriously overcrowded, the country 
has a vast unsettled frontier, where millions of families could be 
settled. An AID technical cooperation program, begun in 1963, and 
continued in 1964, provides two research technicians in land transfer 
and utilization, as well as nine contract specialists. Their studies are 
determining the characteristics of farm migrants, the availability of 
land suitable for settlement, as well as systems of land tenure and 
transfer. The aim of the studies is to assist in the settlement of two 
million farm families in the next decade, at a cost which Brazil can 
support. Seven frontier colonies containing 45,000 people were con- 
templated for 1964 and 1965. 

A unique arrangement between Chile and California was formally 
Initiated in 1964, with support from AID. California was sending 
experts to Chile to strengthen a rural extension program, help plan 
development of a major river valley, spur development planning, and 
break bottlenecks in agricultural marketing. 


Institutional Development 


In order to make economic progress feasible and to sustain the 
momentum gained by external assistance, it is necessary to develop 
local institutions for capital accumulation, cooperative action, and 
the application of modern technological procedures. For example, 
Peru wished to move forward as rapidly as possible with its program 
of industrialization in order to help alleviate the chronic unemploy- 
ment centered in the depressed regions in the south. To assist with 
this effort, Stanford University opened a graduate school of business 
under an AID contract and provided nine full-time and three short- 
term advisers to staff it. The Stanford Research Institute supplied 
advisors for Peru's National Institute of Industrial Promotion which 
is attempting to identify promising investment opportunities. 

In Ecuador, the emphasis was on organizing credit cooperatives. 
In 1964, with AID support, a National Cooperative Council was es- 
tablished and over 1,200 cooperative leaders received in-country 
training. Credit union membership increased from 2,000 to 7,000 
and nine savings and loan associations with over 6,000 members had 
been issued charters. "Technical assistance was provided by Credit 
Union National Association (CUNA) and National Rural Electric 
Cooperative Association (NRECA) experts from the United States. 


Labor 


In November 1963, a Labor Leader Training Center was in- 
augurated in Montevideo under the sponsorship of the American In- 
stitute for Free Labor Development (AIFLD). Its aim is to assist 
and accelerate the development and training of responsible democratic 
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leadership for labor unions in Uruguay. The courses were open to 
groups of 25 labor leaders at a time, and a smaller number were sent 
to Washington to study in the AIFLD training center for four months. 
AID’s expenditures, in support of the program, totaled $50,000. 


SUPPORTING ASSISTANCE AND 
CONTINGENCY FUNDS 


Six Latin American countries received direct U.S. support in 
the form of contingency funds or supporting assistance. The com- 
bined total for these two forms of assistance was over 30 percent less 
than for fiscal year 1963, dropping from $101.5 million to $69 million. 


Summary of Latin American Program Commitments for 
Fiscal Year 1964 


[In millions] 


Technical | Develop- | Support- Contin- 
Country coopera- ment ing assist- | Total genc 
tion loans ance un 

Argentina. ..........- $1. 6 $8. 2 |.........- $0.8 l... 
Bolivia... ` 5. 5 42. 6 $8. 9 60. 4 $3. 4 
Brazil...............- 15. 5 115.4 lira 180. 9 50. 0 
Chile: 222225 2s 3. 7 29.8 | l co Sees. 49:5 PAPA 
Colombia. ............ 3. 7 720.0 Wee eee 79: T [rene ces 
Costa Rica. .........- 2. 0 2 eR t 10.0 |---------- 
Dominican Republic. - - 0:9 Jon sonidos 0-9: aces 
Ecuador.............. 3. 9 16. 7 |.........- 20.6 |. acus 
El Salvador........... 2.1 9.0 ica IL d AA 
Guatemala. .......... 3. 2 > A PM ERN RE oi 
¿E AN A PRA AA 1.5 154522222: 
Honduras. ...........- 1. 7 de E LE a T lep eek 
Jamaica. ............. 0. 6 2.8 AAA 9.4 |- - . . . . l... - 
Mexico... ese da 0. 4 22.0 E A 22 4 E AAA 
Nicaragua....-.------ 2.8 Jol isl t2 9: 9: re s 
Panama.............- 1. 5 2-0. (nada 9. 0 0. 2 
Paraguay............. 2.4 SU lucet 0.4. onus dtes 
Peruana sus 4.6 SL 4 12. . 40.0 |. ins 
Trinidad and Tobago !. 0,5- [osse coe 5. 0 DU pee ee 
Uruguay. ............ 0. 9 Bod Luz lD es 0, d. s2vececcee 
Venezuela. ........... I RUE. cti RP 1:8 Mic as 
British Guiana.......- EN see 0-4 PA 
Surinam.............. (ll MG went eric (O. eae rere ees 
ROCAPR-. iesu 4.3 20.0 |... 24.3 |---------- 
Regional. ............ 19. 4 24.4 |. ccc 48. 8 |.......... 

Totül dso eee $83. 3 $479. 0 $15. 4 | $631. 3 $53. 6 


! Includes “Other West Indies." 
? Less than $50,000. 
Nots.— Minor discrepancies result from rounding. 
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The purposes of the assistance varied from budget support in the face 
of political pressure to relief for the victims of natural disasters. 

Bolivia's government received a total of $12.3 million in sup- 
porting assistance and contingency funds to meet a budget deficit and 
to make up losses called by a July 1963, strike of the tin miners. The 
new government which came to power in Brazil in April 1964, received 
a loan of $50 million from the contingency fund to help it meet mone- 
tary and fiscal needs and to finance the procurement of essential com- 
modities from the United States. Haiti received $1.18 million in 
supporting assistance for a continuing program of malaria eradica- 
tion. A $150,000 contingency fund grant to Panama helped to finance 
architectural and engineering services for the design and construction 
of the school buildings. 

Trinidad and Tobago received five million dollars in supporting 
assistance in pursuance of an earlier agreement. 

Disaster relief for Brazil, Costa Rica, Haiti, and Trinidad- 
Tobago amounted to $3.3 million of contingency funds for relief 
from volcanic eruptions, floods, and hurricanes. 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964 


LATIN AMERICA 


Borrower—Amount— Terms Purpose 


ARGENTINA 


The Salesian Institute: $6.8 mil- | To assist the Salesian Institute, a 
lion, 40-year, at 3% percent; national vocational school sys- 
alternate financing plan, the tem, in expanding the enroll- 
Argentine Government may ment in 13 of Argentina’s 
receive the loan repayments vocational schools from 5700 to 
from the Institute in local cur- 9000 students. The underly- 


rency; the Government would ing purpose of the project is to 


repay in dollars over a 40-year 
period. Interest would be % 
percent per year during a ten- 
year grace period and two per- 
cent thereafter. 


The National Institute of Agricul- 


tural Technology: $1.4 million, 
30-year, 3% percent; alternate 
plan, the Argentine Govern- 
ment may elect to receive the 
loan repayments from the Na- 


help Argentina attain a 1970 
goal of increasing farm produc- 
tion by one-third and agricul- 
tural commodity exports by 
one-half. 


To help finance the construction 


and equipment of two research 
laboratories to be operated by 
the borrowing agency to con- 
duct research in foot-and- 
mouth disease and studies of 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964—Continued 


LATIN AMERICA —Continued 


Borrower—Amount— Terms 


ARGENTINA —Continued 


tional Institute in local cur- 
rency; the Government would 
then repay in dollars within 40 
years, including a ten-year grace 
period and annual interest at % 
percent. 


BOLIVIA 


The Government of Bolivia: $33.2 
million 40-year loan at % per- 
cent per year during a ten-year 
grace period and two percent 
thereafter. 


The Government of Bolivia: $3.7 
million 40-year loan at % per- 
cent. 


The Banco Industrial S.A.: $2.4 
million 20-year loan at 3 percent 
per year during a five-year grace 
period and 5 percent thereafter. 
Alternate financing plan, the 
Bolivian Government may elect 
to receive the loan repayments 
from the Bank in local cur- 
rency; the Government would 
then repay AID in dollars over 
a 40-year period at % percent 
during a ten-year grace period 
and two percent thereafter. 

Sociedad Industrial Azucarera 
"La Esperanza," S.A.: $650,000 
ten-year loan at 5*4 percent. 
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Purpose 


meat technology and new meat 
products. 


To finance the construction of 


two major penetration high- 
ways which strengthen Bo- 
livia's basic economy and link 
the Altiplano with navigable 
rivers leading to the Atlantic 
Ocean. 


To recapitalize the National Ag- 


ricultural Bank as a means of 
providing credit &t reasonable 
rates, in order to help modern- 
ize Bolivian agriculture and to 
increase farm income. 


To add to the initial capitaliza- 


tion for the first private indus- 
trial credit bank in Bolivia. 


To supplement a 1961 Develop- 


ment Loan Fund loan of 
$1,750,000 to “La Esperanza," 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


LATIN AMERICA-—Continued 


Borrower—Amount— Terms 


BOLIVIA—Continued 


The Government of Bolivia: 
$600,000, 40-year loan, % per- 
cent per year during a 10-year 
grace period and two percent 
thereafter. 


BRAZIL 


ELECTROBRAS, the Brazilian 
Federal Electric Power Author- 
ity: $20.4 million 20-year loan 
at 5% percent. Alternate fi- 
nancing plan, the Brazilian 
Government may elect to re- 
ceive the loan repayments from 
ELECTROBRAS in local cur- 
rency; the Government would 
then repay in dollars over a 40- 
year period at % percent during 
a ten-year grace period and two 
percent thereafter. 

SUDENE, the Brazilian Govern- 
ment agency responsible for de- 
velopment of the Northeast: 
$20 million 40-year loan at % 
percent during a ten-year grace 
period and two percent there- 
after. 

Centrais Eletricas de Furnas 
(FURNAS) a public-private 
corporation: $16.7 million loan 
at 5% percent. Alternate fi- 
nancing plan, the Brazilian 


Purpose 


a privately-owned sugar mill, 
for the purpose of financing 
stepped-up sugar production 
and the construction of related 
industrial facilities. 


To finance a 2400-foot extension 


of the paved runway at El Alto 
Airport, Bolivia’s chief air ter- 
minal, so as to accommodate 
modern jet transports. 


To help finance the expansion of 


the Peixoto hydroelectric 
power plant on the Rio Grande 
River in the State of Minas 
Gerais, 310 miles northeast of 
Rio de Janeiro. 


To establish modern highway 


maintenance departments in 
nine States In Northeastern 
Brazil and to train Brazilian 
personnel in the use and main- 
tenance of mechanized equip- 
ment. 


To finance the construction of 


480 miles of transmission lines 
linking two hydroelectric power 
plants on the Rio Grande 
River with the Rio de Janeiro 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


LATIN AMERICA —Continued 


Borrower—Amount— Terms 


BRAZIL—Continued 


Government may elect to re- 
ceive the loan repayments from 
FURNAS in local currency; 
the Government would then 
repay in dollars over a 40-year 
grace period at % percent during 
a ten-year grace period and two 
percent thereafter. 

The Government of Brazil: $15 
million 40-year loan at X per- 
cent during a 10-year grace 
period and two percent there- 
after. 

SUDENE, the Brazilian Govern- 
ment agency responsible for 
development of the Northeast: 
$7.4 million 40-year loan at % 
percent during a ten-year grace 
period and two percent there- 
after. 

Companhia Hidro Eletrica do 
Sáo Francisco (CHESF): $7.0 
million 25-year loan at 3% per- 
cent. Alternate financing plan, 
the Brazilian Government may 
elect to receive the loan repay- 
ments from CHESF in local 
currency; the Government 
would then repay in dollars 
over & 40-year grace period at 
% percent during a ten-year 
grace period and two percent 
thereafter. 

The Government of Brazil: $6.5 
million 40-year loan at % per- 
cent during a ten-year grace 
period and two percent there- 
after. 
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Purpose 


and Sao Paulo areas, serving 
about 7.2 million people. 


To purchase U.S. fertilizers, will 
be administered by the Bank 
of Brazil and the Ministry of 
Agriculture through normal 
commercial channels. 

To finance important improve- 
ments to the highway system 
in Brazil's Northeastern State 
of Pernambuco. 


To provide transmission facilities 
and substations between the 
Paulo Afonso hydroelectric 
power plant and the city of 
Fortaleza in Northeast Brazil. 


To finance the cost of equipment 
and materials to continue ma- 
laria eradication programs. 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


LATIN AMERICA —Continued 


Borrower—Amount— Terms 


BRAZIL—Continued 


Companhia Siderurgica Nacional, 
Brazi's National Steel Com- 
pany at Volta Redonda: $5.5 
million 12-year loan at 5X per- 
cent. Alternate financing plan, 
the Brazilian Government may 
elect to receive the loan repay- 
ments from the Company in 
local currency; the Government 
would then repay in dollars 
over a 40-year period at % per- 
cent during a ten-year grace 
period and two percent there- 
after. 

Centrais Eletricas de Minas 


To expand the plant's annual 
production by 200,000 tons, to 
1,400,000 tons. 


To assist in financing a State- 


Gerais, S.A. (CEMIG), a State- 
owned enterprise: $5.3 million 
20-year loan at 5% percent. Al- 
ternate financing plan, the Gov- 
ernment of Brazil may elect to 
receive the loan repayments 
from CEMIG in local currency; 
the Government would then re- 
pay in dollars within 40 years, 
including & ten-year grace peri- 
od at % percent. 

Centrais Eletricas Matogrossenses 
(CEMAT): $4.3 million 25- 
year loan at 5% percent. Al- 
ternate financing plan, the Bra- 
zilian Government may elect to 
receive the loan repayments 
from CEMAT in local currency; 
the Government would then re- 
pay in dollars over a 40-year 
period at % percent during a ten- 
year grace period and two per- 
cent thereafter. 
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wide expansion of power-gen- 
erating capacity, transmission 
lines and rural electrification. 
About 90 percent of CEMIG's 
power load is industrial. 


To expand the power system 


centering on the cities of Cui- 
abá, Campo Grande and Co- 
rumbá in the State of Mato 
Grosso. 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


LATIN AMERICA --—Continued 


Borrower—Amount— Terms 


BRAZIL—Continued 
The Government of Brazil: $2.7 


million 40-year loan at % percent 
per year during a ten-year grace 
period and two percent there- 
after. 


SUDENE, the Brazilian Govern- 


ment agency responsible for 
development of the Northeast: 
$2.4 million 40-year loan at X 
percent. 


Companhia Metalurgica Barbara 


Olinkraft 


(BARBARA): $1.4 million 


seven-year loan at 5% percent. 


Under an alternate financing 


plan, the Brazilian Government 
may elect to receive the loan re- 
payments from BARBARA in 
local currency; the Govern- 
ment would then repay in dol- 
lars over a 40-year period at % 
percent during a ten-year grace 
period and two percent there- 
after. 

Limited of Brazil: 
$800,000 five-year loan at 5% 
percent. Under an alternate 
financing plan, the Brazilian 
Government may elect to re- 
ceive the loan repayments from 
Olinkraft in local currency; the 
Government would then repay 
in dollars over a 40-year period 
at % percent during a ten-year 
grace period and two percent 
thereafter. 


58 


Purpose 


To be used by Brazil's Air Min- 


istry to provide radar or other 
technical aviation aids for the 
jet airports at Brasilia, Sáo 
Paulo, Recife, Belem, and 
Porto Alegre. 


To finance the purchase in the 


United States of 12 self-con- 
tained diesel electric generators 
of 1500 kilowatts each, with 
auxiliary equipment, for use by 
the public utility enterprise 
serving the seacoast city of 
Fortaleza. 


To help this private firm to raise 


its annual production of cast 
iron pipe from 50,000 to 65,000 
tons. Most of this pipe is sold 
to State and local governments 
for sanitary works. The ex- 
pansion will result in an annual 
saving to Brazil of about $20 
million in foreign exchange. 


To help a privately-owned paper 


mill near Lajas in the State of 
Santa Catarina to double its 
daily production of kraft paper 
products. The firm is an affili- 
ate of a U.S. company. 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
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Borrower—Amount— Terms 


CHILE 
The Government of Chile: $55 


To provide new support for 


The Chilean Port 


million 40-year loan at * per- 
cent during & ten-year grace 
period and two percent there- 
after. 


The Central Housing Bank, an 


autonomous Government agen- 
cy: $8.7 million 20-year loan at 
four percent. Under an alter- 
nate financing plan, the Chilean 
Government may elect to re- 
ceive the loan repayments from 
the Housing Bank in local cur- 
rency; the Government would 
then repay in dollars within 40 
years; % percent during a ten- 
year grace period and two per- 
cent thereafter. 

Authority 
(EMPOCH): $7.0 million 20- 
year loan at 3% percent. Alter- 
nate plan, the Government of 
Chile may elect to receive the 
loan repayments from EMPOCH 
in local currency; the Govern- 
ment would then repay in dollars 
within 40 years, including a ten- 
year grace period at % percent. 


Chile’s continuing self-help pro- 
gram to promote the growth of 


per capita income. Specifi- 
cally, the loan will finance im- 
ports of U.S. goods and services 
that are essential for the con- 
tinued growth of key sectors in 
Chile’s long-range development 
program. It will also generate 
local currency for use in devel- 
opment projects mutually ap- 
proved by Chile and the U.S. 
AID Mission. 


To create a secondary housing 


mortgage market to further the 
financial independence of the 
national savings and loan 
system. 


To provide a major part of the 


financing needed to construct a 
new deep-water port adjacent 
to Chile's second largest indus- 
trial area. Estimated initial 
capacity 15 56,000 tons of curgo 
per year. 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
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Borrower—Amount— Terms 


CHILE—Continued 


The Government of Chile: $3 
million 40-year loan at % per- 
cent. 


The Government of Chile: $2.1 
million 40-year loan at % per- 
cent during a ten-year grace 
period and two percent there- 
after. 


COLOMBIA 


The Government of Columbia: 
$60 million 40-year loan at % 
percent per year for a ten-year 
grace period and two percent 
thereafter. 


The Banco de la Republica, Co- 
lombia's Central Bank: $10 
million 15-year loan at 5% per- 
cent. Alternate financing plan, 
the Government of Columbia 
may elect to receive the loan 
repayments from the Bank in 
local currency ; the Government 
would then repay in dollars 
within 40 years at % percent 
during & ten-year grace period 
and two percent thereafter. 

The Banco Ganadero (the Live- 
stock Bank): $4.0 million 20- 
year loan at 2 percent. Alter- 
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Purpose 


To finance engineering and eco- 
nomic studies, both in the 
public and private sectors. 
The loan will also pay for the 
contract services of United 
States consultants and the 
training of Chilean nationals 
in modern planning techniques. 

To finance the construction of 23 
public schools with about 300 
classrooms, accommodating 
&bout 14,000 children from 
low-income urban communi- 
ties. 


To finance essential imports of 
U.S. materials and services 
needed to support the con- 
tinued expansion of Colom- 
bia's economy and help that 
country achieve the goals of 
its ten-year development plan. 

To augment the resources of the 
Private Investment Fund 
(PIF). 


To enable the Bank to increase 
its lending resources by about 
18 percent. These new funds 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964—Continued 


LATIN AMERICA —Continued 


Borrower—Amount— Terms 


COLOMBIA —Continued 


nate financing plan, the Co- 
lombian Government may elect 
to receive the loan repayments 
from the Livestock Bank in 
local currency; the Govern- 
ment would then repay in 
dollars within 40 years at % 
percent during a 10-year grace 
period and two percent there- 
after. 


Instituto de Aprovechamiento de 


Aguas y Fomento (ELEC- 
TRAGUAS): $1.3 million 35- 
year loan at 2 percent. Alter- 
nate financing plan, the Colom- 
bian Government may elect to 
receive the loan repayments 
from ELECT RAGUAS in local 
currency; the Government 
would then repay in dollars 
within 40 years at X percent 
during a ten-year grace period 
and two percent thereafter. 

La Empresa de Acueducto y Al- 
cantarillado de Bogota (The 
Bogota Aqueduct and Sewage 
Authority): $450,000 ten-year 
loan at 3% percent. Alternate 
financing plan, the Colombian 
Government may elect to re- 
ceive the loan repayments from 
the Bogota Sewage Authority 
in local currency; the Govern- 
ment would then repay in dol- 
lars within 40 years at % per- 
cent during a ten-year grace 
period and two percent there- 
after. | 


Purpose 


will assist some 3500 ranchers 
and farmers to triple their 
cattle production. 


To help establish three rural 


electric cooperatives to serve 
an estimated 10,000 Colombian 
homes, farms and small busi- 
ness establishments. 


To finance the dollar costs of 


U.S. engineering services and 
the purchase of maintenance 
equipment made necessary by 
the construction of 19 kilo- 
meters of reenforced concrete 
canals and 36 kilometers of 
sewers in the Bogota Sanitary 
District. 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
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LATIN AMERICA —Continued 


Borrower—Amount— Terms 


COLOMBIA —Continued 


Las Empresas Publicas de Me- 
dellin (The Public Utilities of 
Medellin): $250,000 ten-year 
loan at 3% percent. Alternate 
financing plan, the Colombian 
Government may elect to re- 
ceive the loan repayments from 
the Public Utilities of Medellin 
in local currency; the Govern- 
ment would then repay in dol- 
lars within 40 years at % per- 
cent during a ten-year grace 
period and two percent there- 
after. 


Purpose 


To finance the cost of U.S. con- 


sulting engineering services 
needed to help Medellin ex- 
pand and reconstruct its obso- 
lescent sewers. The modern- 
ized system will prevent the 
pollution of small streams 
which flow through the city 
and will carry treated wastes 
into the Medellin River. 


COSTA RICA 
The Corporacion Castarrincense | To enable COFISA to make 


de Financiamento Industrial, 
S.A. (COFISA): $5 million 20- 
year loan at 2 percent. Alter- 
nate plan, the Government of 
Costa Rica may elect to re- 
ceive the loan repayments from 
COFISA in local currency; the 
Government would then repay 
in dollars within 40 years, in- 
cluding a ten-year grace period 
at % percent. 


The Government of Costa Rica: 


$1.6 million 40-year loan at % 
percent during a ten-year grace 
period and two percent there- 
after. 

The National Water and Sewage 
Authority (SNAA): $1.4 million 
40-year loan at % percent. 
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medium and long-term sub- 
loans (from 2 to 12 years) 
to businessmen desiring to 
form new or expand existing 
enterprises. 


To help Costa Rica increase her 


tax revenues and to accelerate 
land reform and economic de- 
velopment. 


To help increase water supplies 


and reduce the incidence of 
water-borne diseases in the 
capital city of San Jose. 
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Borrower—Amount— Terms 


ECUADOR 


The Government of Ecuador: 
$13.3 million 40-year loan at % 
percent during & ten-year grace 
period and two percent there- 
after. 


The Institute for Electrification 
(INECEL): $1.6 million 40- 
year loan at % percent during a 
ten-year grace period and two 
percent thereafter. 

The Cooperative Bank of Ecuador: 
$1.2 million 25-year loan at X 
percent. Alternate financing 
plan, the Government of Ecua- 
dor may elect to receive the loan 
repayments from the Coopera- 
tive Bank in local currency; the 
Government would then repay 
in dollars over a 40-year term 
at % percent during a ten-year 
grace period and two percent 
thereafter. 

The Institute for Electrification 
(INECEL): $650,000 40-year 
loan at * percent during a ten- 
year grace period and two per- 
cent thereafter. 


Purpose 


To help finance & highway main- 


tenance program as well as the 
construction work on major 
roads previously authorized. 
In addition, the new funds will 
pay for 314 miles of key roads 
to be built or improved during 
the second stage of Ecuador's 
highway program. 


To finance the expansion of nine 


small power generating fa- 
cilities. 


To finance agricultural and in- 


dustrial sub-loans by the Bank 
to cooperatives and credit 
unions in all parts of the 
country. Other sub-loans will 
be financed through the 1,000 
co-ops and credit unions as 
well as the Ecuadorian Gov- 
ernment. 


Under a sub-loan to the Santo 


Domingo Electric Cooperative, 
to enable the Santo Domingo 
Co-op to expand its service 
area and increase its consumer 
members from 380 to 1,960 in 
the near future. By 1974 it 
hopes to be serving 3,300 con- 
sumers in & 2,740 square mile 
Brea. 
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EL SALVADOR 


The Development and Investment 
Financiera: $5.2 million 20-year 
loan at 2 percent. Alternate 
financing plan, the Government 
of El Salvador may elect to re- 
ceive the loan repayments from 
Financiera in local currency; 
the Government would then 
repay AID in dollars within 40 
years at X percent during a 
ten-year grace period and two 
percent thereafter. 

The National Housing Finance 
Agency: $3.1 million 40-year loan 
at % percent during a ten-year 
grace period and two percent 
thereafter. 


The Government of El Salvador: 


$700,000 40-year loan at % per- 
cent during a ten-year grace 
period and two percent there- 
after. 


GUATEMALA 


The Government of Guatemala: 


$2.0 million 40-year loan at % 
percent during a ten-year grace 
period and two percent there- 
after. 


Purpose 


To provide part of the initial 


capitalization of the privately- 
owned Development and In- 
vestment Financiera, estab- 
lished by the joint efforts of 
Salvadoran businessmen to pro- 
mote the creation, expansion 
and effective operation of pri- 
vate industrial enterprise in El 
Salvador. 


To finance homes in the low- 


medium price range. 


To help finance the construction 


and equipment of 25 rural 
health “units” and health 
"posts." Health units are 12- 
bed clinics primarily for out- 
patient services but with staff 
and facilities for minor surgery 
and limited bed care. Health 
posts are 8-bed installations 
with staff and facilities for first 
aid, simple out-patient treat- 
ment, inoculations and health 
education. 


To be utilized by the National 


Planning Council to finance 
studies and surveys of roads, 
agricultural colonization, in- 
dustrialization, urban develop- 
ment and natural resources 
utilization. 
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GUATEMALA —Continued 


The Government of Guatemala: 
$700,000 40-year loan at % per- 
cent during a ten-year grace 
period and two percent there- 
after. 


HONDURAS 


The Financiera Hondurena: $5 
million 20-year loan at 2 per- 
cent. Alternate financing plan, 
the Government of Honduras 
may elect to receive the loan 
repayments from Financiera in 
local currency ; the Government 
would then repay in dollars 
within 40 years at % percent 
during & ten-year grace period 
and two percent thereafter. 

The Government of Honduras: 
$2 million 40-year loan at % 
percent during a ten-year grace 
period and two percent there- 
after. 


JAMAICA 


The Government of Jamica: $1.5 
million 40-year loan at % per- 
cent. 


The Government of Jamaica: 
$1.3 million 25-year loan at 3% 
percent. 


To construct a new customs 
house and to purchase neces- 


sary equipment from the 
United States or from member 
countries of the Central Amer- 
ican Common Market. 


To promote industrial enterprises 
through medium and long-term 
sub-loans (two to 15 years) 
and to finance limited equity 
investments in private projects. 


To finance about 500 homes for 
low- and middle-income 
families. 


To help modernize and expand 
the industrial and domestic 
water resources of five major 
rural systems in Jamaica. 

To help prepare technical and 
economic surveys for projects 
in road construction, irriga- 
tion and drainage, industrial 
development and land recla- 
mation. 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


LATIN AMERICA —Continued 


Borrower—Amount— Terms 


MEXICO 


Nacional Financiera, S.A.: $20 
million 30-year loan at 2 per- 
cent. 


The Nacional Financiera, S.A.: 
$2.0 million, 20-year loan at 
3% percent. 


PANAMA 


Desarrollo Industrial, S.A. 
(DISA): $5.1 million 20-year 
loan at 2 percent. Alternate 
plan, the Government of Pan- 
ama may elect to receive the 
loan repayments from DISA 
in local currency; the Govern- 
ment would then repay in 
dollars within 40 years, in- 
cluding a ten-year grace period 
at Y percent. 

The Government of Panama: 
$2.4 million 40-year loan at 
% percent during a ten-year 
grace period and 2 percent 
thereafter. 


PARAGUAY 


The National Development Bank 
of Paraguay (NDB): $3.0 
million 40-year loan at % per- 
cent during a ten-year grace 
period and 2 percent there- 
after. 
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Purpose 


To provide the financing for a 
Housing Trust Fund. Sup- 
plemented by & $10 million 
credit from the Social Progress 
Trust Fund. 

To help finance the construction 
of classrooms, offices, labora- 
tories and the National Agri- 
cultural Center at Chapingo, 
patterned after the land-grant 
college concept of the United 
States. 


To accelerate the growth of 
Panama's private enterprise 
through DISA, the country’s 
first industrial development 
bank, organized by seven local 
businessmen. 


To enable the Agrarian Reform 
Commission, an interministe- 
rial body of the Government of 
Panama, to carry out a survey 
of land use and natural re- 
sources; also to establish a 
rural property register. 


To effect a substantial increase 
in Paraguay’s crop and forest 
production, as a part of Para- 
guay’s Five Year Agricultural 
Development Plan. 
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PERU 
The Government of Peru: $12.1 


million 49-year loan at % per- 
cent during & ten-year grace 
period &nd two percent there- 
after on the first $6 million 
disbursed; the $6.1 million 
balance of the loan is payable 
at 3% percent per year unless 
AID agrees to alter the rate. 


The Government of Peru: $6.6 


million 40-year loan at % per- 
cent during a ten-year grace 
period and two percent there- 
after. 


The Government of Peru: $6.0 


million 40-year loan at % per- 
cent during a ten-year grace 
period and two percent there- 
after. 


The Peruvian Santa Corporation: 


$2.2 million 13-year loan at 
5% percent. Alternate financ- 
ing plan, the Peruvian Gov- 
ernment may elect to receive 
the loan repayments from the 
Corporation in local currency; 
the Government would repay 
in dollars within 40 years at 
% percent during a ten-year 
grace period and two percent 
thereafter. 

Energia Hidroelectrica Andina, 
S.A. (HIDRANDINA): $2.0 


Purpose 


To finance partially the con- 


struction of a 172-mile section 
of a major highway beginning 
at Olmos, near the Pacific 
Coast, 350 miles north of 
Lima, to the Amazon Basin. 


To spur land reform and agri- 


cultural development, as a 
part of Peru’s five-year Na- 
tional Agricultural Develop- 
ment Program. 


Supplemented by a $4 million 


contribution from the Gov- 
ment of Peru to the Cen- 
tral Home Loan Bank, an 
autonomous Government 
agency, to enable the Bank 
to finance home-building pro- 
jects through more than 80 
legally-recognized housing co- 
operatives. 


To help pay for doubling the 


power-generating capacity— 
from 50,000 to 100,000 KW— 
of the Canon del Pato hydro- 
electric project on the Santa 
River. 


To finance a 20,000 KW power 


plant 200 miles north of Lima 
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PERU—Continued 


million 13-year loan at 5% per- 
cent. Alternate plan, the Gov- 
ernment of Peru may elect to 
receive the loan repayments 
from HIDRANDINA in local 
currency; the Government 
would then repay in dollars 
within 40 years including a 
ten-year grace period at % 
percent. 

The Government of Peru: $1.9 
million 40-year loan at *X per- 
cent during a ten-year grace 
period and two percent there- 
after. 


REGIONAL OFFICE FOR CEN- 
TRAL AMERICA AND PANAMA 


Central American Bank for Eco- 
nomic Integration (CABEI): 
$10 million 40-year loan at Y 
percent during a ten-year grace 
period and two percent there- 
after. 


The Central American Bank for 
Economic Integration 
(CABEI): $10 million 40-year 
loan at % percent. 


URUGUAY 


Banco de la Republica Oriental 
del Uruguay: $3 million 25-year 
loan at 3% percent. Alternate 
financing plan, the Government 
of Uruguay may elect to receive 
the Loan repayments from the 
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on the Pativilca River, to serve 
the rapidly-expanding agricul- 
tural and industrial area near 
Paramonga. 


To finance part of the cost of 
building a strategic 48.5 mile 
road that will open a large area 
for timbering and farm produc- 
tion near the city of Tingo 
Maria. 


To enable CABEI to establish an 
autonomous home loan depart- 
ment as a source of secondary 
financing for home mortgage 
institutions in the Central 
American Common Market 
countries. 

To help CABEI provide financial 
and technical assistance to 
private industry. 


Supplemented by a $5 million 
credit from the Export-Import 
Bank and by a $5 million credit 
from the Inter-American De- 
velopment Bank, to finance 
sub-loans to assist owners of 
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URUGUAY —Continued 


Bank in local currency; the 
Government would then repay 
in dollars within 40 years at % 
percent during a ten-year grace 
period and 2 percent thereafter. 


The Banco de Produccion y Con- 


sumo (BPC): $2.4 million 15- 
year loan at 2 percent. Alter- 
nate financing plan, the Uru- 
guayan Government may elect 
to receive the loan repayments 
from the Bank in local currency; 
the Government would repay in 
dollars within 40 years at % per- 
cent during a ten-year grace 
period and 2 percent thereafter. 


small and medium size indus- 
tries to expand existing plants 
and to establish new plants. 


To help provide credits at mod- 


erate interest to many of the 
21,000 rancher and farmer 
members of $89 agricultural 
cooperatives. 
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VIII. NEAR EAST AND SOUTH ASIA 


The largest regional program of U.S. economic aid is in the Near 
East and South Asia (NESA ) region, an area comprising 14 countries 
in an arc stretching from Greece to India, and a prime target for 
Communist expansion, by both the Soviet Union and Communist 
China. The NESA economic program for fiscal year 1964 totaled 
$843.3 million, 10 percent less than in the previous year. 

AID programs in the region continued to be highly concentrated, 
with more than two-thirds of the funds committed for two countries— 
India and Pakistan, both of which are engaged in massive development 
efforts. Their success in improving living standards without resorting 
to totalitarian methods is vital to the future of democracy in Asia. 

The stability and independence of Turkey, third largest recipient 
of AID assistance in the region, also affect the security of the United 
States. These three states, which together accounted for 85 percent 
of the NESA program in fiscal year 1964, all border Communist na- 
tions, as do four other NESA countries—Greece, Iran, Afghanistan, 
and Nepal. 


INTRA-REGIONAL INFLUENCES 


Development does not take place in a vacuum. It is affected by 
the environment in which it occurs. Political, social, and economic 
factors, the attitudes and traditions of the people, the state of health, 
the form of government—these and many other forces have an in- 
fluence on development, and hence on our assistance programs. 

In this context, political instability and intra-regional friction 
continued to beset much of the region. Strongly-held animosities 
among certain Arab countries and the endemic Arab/Israeli problem 
continued to threaten stability in the Near East. The political situa- 
tion in Yemen remained unresolved although there were signs of les- 
sening tension between the United Arab Republic and Saudia Arabia 
as the year drew to a close. Relations between Greece and Turkey 
were seriously strained by the civil strife between Greek and Turkish 
Cypriots in Cyprus. 

Despite these and other problems, there were a number of devel- 
opments favorable to the successful implementation of the AID pro- 
gram in the Near East: Turkey instituted tax reforms, budget im- 
provements, and incentives for exports; savings and investments 
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continued to increase and were helping to finance 75 percent of the 
country’s development plan with internal resources. The first stage 
of Iran's land distribution program was completed. A central bank 
was established in Jordan and a comprehensive development plan 
drawn up. The newly elected government in Greece took steps to 
place greater emphasis on improving the education system. 

In South Asia the dispute between India and Pakistan over 
Kashmir remained an unsettling factor. Provocations by the Chinese 
Communists made it necessary for India to strengthen its defense 
capabilities. U.S. assistance to relieve some of the growing military 
burden on India's economy had an adverse reaction on our relations 
with Pakistan. 

Despite continuing pressures arising out of territorial disputes 
with neighboring states, and the death of Prime Minister Nehru, 
India retained its national unity and the Government pursued its firm 
commitment to national development. Strict monetary and economic 
policies were maintained to combat inflationary tendencies and the 
vigorous private sector of the Indian economy continued to attract 
substantial capital from sources outside the country. 

In Pakistan the liberalization of restrictions on the import of 
iron and steel promised improved opportunities for private enterprise, 
reduced administrative control over the economy, and a more effective 
use of existing industrial capacity. U.S. commodity assistance helped 
to bring about this major change in economic policy. 

Another plus factor in South Asia ‘was the entry of goods for 
development into Afghanistan by the normal route following the 
opening of the Pakistan- Afghanistan border. A Constitutional Ad- 
visory Committee in Afghanistan recommended to the cabinet a new 
draft constitution embodying far-reaching revisions in the nation's 
political base. The Afghan Government requested AID technical 
assistance and advice on government reorganization and the instal- 
lation of management controls in key ministries. 


DEVELOPMENT LENDING 


The development programs in NESA countries cannot be sustained 
without inputs of capital resources (equipment, commodities, services 
etc.) from external aid donors. This requires foreign exchange 
usually not available from current reserves and earnings. Conse- 
quently, development loans from AID made on concessiona] terms 
are an essential element in the process of raising the needed foreign 
exchange. 

All of the principal development lending programs in NESA 
are conducted through free world consortia, by which the aid burden 
is shared by developed nations and international agencies. The 
terms on which this assistance is made available is as important as the 
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amount of resources involved. During the past year, the United States 
again worked to persuade consortium members to make loans on terms 
closely related to the debt servicing capacities of aided countries, and 
to examine previous loans with a view to ameliorating existing terms. 


Summary of Near East South Asia Program Commit- 
ments for Fiscal Year 1964' 


{In millions] 


Develop- | Technical | Support- | Fiscal year 
i 1964 


Country ment coopera- | ing assist- 
loans tion ance total 
Afghanistan___ -------------- $9. 7 $125" unta sQ $22. 2 
Ag AAA AA M a os E 4 
E A E OA AA 1.7 
¡o AAA A 337. 2 6 D A 344. 1 
WANs ost ellus sec eis ks 1.5 3.4 PER 4. 9 
¡0 A dt A 8 
A A A umor A AA 20. 0 
A A IA AA 5. 7 $34. 0 39. 7 
Nepal. cose u sS. tees 1. 0 Q NI 4.4 
PaükiBlali-. u Liz 227. 3 8:0 sesta 236. 2 
Syrian Arab Republic. ........ |... ......- 9. asked . 5 
Turkey; y sa 121.8 4. 2 6. 4 132. 4 
United Arab Republic (Egypt). .|. ........- E X mc 1. 4 
NOMEN oboe AA cl occ cia eee 5. 2 5. 2 
Regional... -2-2-2-2 A 2.6 21.1 23.7 
E A A unus uu (0. 4) (21. 1) (21. 5) 
A AMM ee Soe eee hs deam (2 2). ux (2. 2) 
Total oia cor de $726. 2 $50. 5 $66. 6 $843. 3 
1 Gross figures. 


2 May not add due to rounding. 


Development lending accounted for $726.2 million or 86 percent 
of the total NESA program during the year, compared to 82 percent 
in 1963, and 71 percent in 1962. Almost 95 percent of the loans went 
to the three major recipient countries: India, Pakistan, and Turkey. 
All three countries are carrying on planned development efforts, all 
are financing most of their efforts from their own resources, and all 
three receive assistance from other free world sources in addition to 
the United States. 

Development loans comprised our total program to Israel and 
Greece during fiscal year 1964. The total volume of development 
loans to these two countries was reduced substantially from fiscal year 
1963 (down 75 percent for Greece and 55 percent for Israel), and 
carried harder terms reflecting their improved economic conditions. 
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Three NESA development loan projects were completed during 
the fiscal year, and repayment of principal and interest on the loans 
has already begun according to schedule. 

Under a development loan to Jordan, the electric power system 
of the capital city of Amman was expanded and modernized by the con- 
struction of a new 6,000 kilowatt plant powered by three diesel gener- 
ators, the installation of a 1,250 kilowatt generating unit in an old 
plant, new equipment, and new transmission lines. Prior to the ex- 
pansion, industrial customers had to curtail their power demands in 
the evening hours if electricity was to be. available for private 
dwellings. 


Technical Cooperation Grants 1n the Near East South 
Asia, Fiscal Y ear 1964 


[In thousands] 
Technical Technical 
Field of activity cooperation Field of activity cooperation 
grants grants 
Food and agriculture. ..... $6, 687 | Community develop- | 
Industry and mining. == 4, 292 ment, social welfare, 
Transportation. ......... 4, 074 and NOUSIRE.<..5=<<<.<- $102 
LADOPI cic. th ss s] 507 || General and miscellaneous. 3, 135 
Health and sanitation. 2, 851 | Technical Support. Sc. Ta 10, 297 
Education_....... 12, 582 | ——À 
Public administration | i: s eee $50, 521 
and public safety... . | 5, 994 || 


| 
I | 


A development loan to Pakistan helped to expand the capacity 
of West Pakistan's railway system. Because alternate transportation 
facilities are poorly developed, railroads must carry the major portion 
of both passenger and freight traffic. For the first time in several 
years, the Pakistan Western Railway was able to handle all the de- 
mands of the increasing load. 

In Israel, work was completed on the modernization of Lod In- 
ternational Airport, near Tel Aviv, which is used by a dozen interna- 
tiona] airlines. A local currency loan made by an AID predecessor 
financed the installation of American-made navigation, communica- 
tions and radar equipment to improve efficiency and safety at the 
airport. Purchase of the equipment itself was financed by an Export- 
Import Bank loan. The AID loan also paid local expenses for struc- 
tures and access roads. 
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TECHNICAL COOPERATION 


Although technical cooperation was the smallest category of as- 
sistance in terms of dollar amounts expended, it remained one of the 
most versatile tools of development by establishing a framework for 


future progress. 
Completed Projects 


One of the first U.S. technical assistance projects in the NESA 
region was the modernization and improvement of the Karaj Agri- 
cultural College—Iran’s principal agricultural training institution— 
through contracts with Utah State University. With the leadership 
and guidance of Utah State faculty, the College has developed, since 
1952, an all-Iranian administration and full-time faculty of 40, of 
which 25 trained in this country, and a greatly enlarged physical plant. 
Currently students are offered a four-year practical curriculum in any 
of eight major specialities, emphasizing field and laboratory training 
and research. Karaj has begun to play an increasingly significant 
role in Iran's program of land distribution and agricultural improve- 
ment by supplying skilled technicians for agricultural extension work, 
farm credit and cooperative development. 

The United States was able to end its financing of assistance to 
Karaj Agricultural College in fiscal year 1964, and the Government of 
Iran is now providing full support for its continued development. 

New communications and cable transport systems in Nepal, de- 
veloped with U.S. assistance, were completed in fiscal year 1964, and 
are now being operated by Nepalese. The internal telecommunica- 
tions system consisting of 7 area controls and 50 radio stations 
links the 1,000-line central telephone exchange of Katmandu with the 
series of isolated valleys that make up the country, thus helping to 
tie the country together. The international radio circuits connect 
the internal system with New Delhi and Calcutta and open up the 
possibilities of worldwide communications. The 26-mile steel cable- 
way, designed and built by an American firm with AID financing, 
went into operation in the spring of 1964. The electrically powered 
cableway assures 24-hour-a-day transport of 25 tons of goods per hour 
to Katmandu, over mountain barriers as high as 8,000 feet. in all kinds 
of weather. Previously, difficult roads and weather problems slowed 
and often disrupted the flow of human necessities into Nepal's capital, 
sometimes resulting in severe shortages and inflation. 

During fiscal year 1964, AID also completed assistance to the 
National Productivity Council, an Indian institution consisting of 
representatives of labor, industry, and government, which is helping 
India to increase its industrial production by training management 
and labor in modern production principles and techniques. The Coun- 
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cil has sent 250 managers to the United States for advanced training 
in industrial engineering, has sponsored 41 teams to observe modern 
practices in advanced industrial nations, and organized 75 teams which 
studied major industries in India. The Council disseminates informa- 
tion to its 4,500 members throughout India through reports by these 
teams, courses attended by some 10,000 industrial managers, a tech- 
nical and film library, a technical inquiry service, hundreds of seminars 
and conferences, and regular publications. 


New and Continuing Projects 


The versatility of the technical cooperation program is illustrated 
by & number of new and continuing projects in the NESA region 
during fiscal year 1964. Some placed new emphasis on the private 
sector, some entered a new field of activity, others fostered skill train- 
ing by the armed forces or the development of democratic local 
institutions. 

In Afghanistan, a U.S. firm of industrial consultants under AID 
contract is investigating the feasibility of developing a variety of 
local private industries which could produce goods for export or to 
replace imports, thus strengthening the country's balance of payments 
position. A consultant has been investigating the potentialities of 
such industries as the production of karakul hides and sheepskins, 
sheep casings, fruit and vegetable cold storage and packaging. 

As other possibilities are identified, arrangements will be made 
for short-term assignment of other technical specialists to Afghanistan 
for studies which can provide the basis for AID or other country loan 
assistance for the formation of industrial enterprises. 

In India, an intensive effort to streamline the teaching of science 
and mathematics in order to develop higher skills among Indian youth 
was conducted with U.S. assistance. AID financed 44 six-week insti- 
tutes at 34 locations in which 80 U.S. college and high school educators 
demonstrated modern teaching techniques to some 1,700 Indian 
teachers. An expanded similar project is being considered for the 
summer of 1965. 

Until recently, army conscripts in Iran usually learned little dur- 
ing their military service which would help them to make a living or 
add to the economy of their community on their return to civilian 
life. Now, through a project conducted by the Iranian Army with 
the assistance of other government agencies, the U.S. ATD Mission 
and the U.S. Military Assistance Advisory Group, soldiers are re- 
ceiving training in nine vocational fields. As a result, technical 
know-how is being taken back to many villages where such skills were 
not known and many conscripts are returning with increased status 
and potential for leadership. More than 100 non-commissioned offi- 
cers have been trained as shop teachers under the project, and 750 
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conscripts have completed vocational courses and are back in their 
villages. Within a year, facilities are expected to be in operation for 
training 7,200 soldiers annually, with increasing impact on rural youth 
and their home communities. 

An AID-assisted project has helped the Government of Nepal 
to create a district administrative apparatus and to organize local 
elections which have led to the formation of thousands of village 
councils and 75 district councils. The system of councils of elected 
representatives, called panchayats, extends from the village, through 
district and zonal levels, to the national level. 

Through the panchayats, an annual self-help EN is being 
planned by each district, with at least one small public works project 
in each village. The Government of Nepal pays about half the 
administrative and logistic costs of this program. |. U.S.-owned Indian 
rupees are granted for operating costs and district self-help activities, 
with the U.S. also providing overseas training, some equipment and 
technical advice. 

Several projects stress the comprehensive technical or area ap- 
proach to improve agricultural production. In the vital Indus Plain 
region of West Pakistan, for instance, technical cooperation is working 
to increase the effectiveness of Pakistan Government agencies con- 
cerned with agricultural programs and also directly introduced 
improved techniques through the local extension services. In another 
important agricultural field, technical advice is provided to obtain 
maximum benefits from Pakistan's large-scale program to combat the 
effect of waterlogging and salinity in the Indus area. This program, 
financed with AID loans, involves installation of some 2,000 tubewells 
in the area. 

Jordan's largest effort to increase agricultural production has been 
through a technical cooperation project to provide irrigation (in the 
East Ghor area) for 25,000 acres of land and 3,000 families in the 
East Ghor area, east of the Jordan River. The comprehensive project 
also has involved land distribution, agricultural credit and marketing. 
Since it began in fiscal year 1958, the United States has helped build 
a tunnel and main irrigation canal and the distribution and drainage 
system. By the end of fiscal year 1964, more than two-thirds of the 
land had been distributed and a number of control and storage dams 
begun. 

SUPPORTING ASSISTANCE 


Although there were reductions 1n some degree in all three cate- 
gories of U.S. aid in the NESA region, the most pronounced reduction 
wasinsupporting assistance. Supporting assistance was cut by almost 
n third from fiscal year 1963, represented less than one quarter of the 
1962 figure, and accounted for less than eight percent of the total aid 
program in the region. 
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Three NESA countries—Jordan, Turkey, and Yemen— plus the 
Central Treaty Organization, received this form of assistance in fiscal 
year 1964. One of AID's major objectives is to terminate these sus- 
taining programs as rapidly as possible and replace them with tech- 
nical assistance and development loan programs to promote solid and 
permanent economic progress. 

Supporting assistance to Turkey was cut to a fraction of the 1963 
amount. The amount remaining in fiscal 1964 financed commodities 
for essential imports. It is expected to be the last grant of this sort 
which will be necessary. 

Jordan continued to receive supporting assistance for its essential 
budget requirements, but at a somewhat reduced level. 

In Yemen, supporting assistance was concentrated on completing 
projects begun in prior years, the major project being the road from 
the coastal city of Mocha to Sana’a, the capital. 

Grants to CENTO focused on completing the CENTO Regional 
Telecommunications link and navigational aids to provide better 
communications between the capitals of the defense treaty organiza- 
tion's three regional members—Iran, Turkey, and Pakistan. In 
addition, supporting assistance loans were made to provide foreign 
exchange to help complete the railroad connecting Turkey and Iran. 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964 


NEAR EAST SOUTH ASIA 


Borrower—Amount—Terms Purpose 


AFGHANISTAN 


Government of Afghanistan: $7.7 
million, 40 years, with a credit 
fee of % percent during a 10-year 
grace period, and two percent 
thereafter. 


To assist in financing the foreign 
exchange cost of an asphalt 
road from Herat in western 
Afghanistan to Islam Qala on 
the Afghanistan-Iranian bor- 
der, a distance of 76.9 miles. 

To assist in financing the foreign 
exchange costs of the acquisi- 
tion and import to the Afghan 
border of road transportation 
equipment. 


Government of Afghanistan: $2.0 
million, 40 years including a 10- 
year grace period, at % percent. 


GREECE 


Public Power Corporation of | To assist in financing the foreign 


Greece: $7.7 million, 25 years, 
including a 5-year grace period 
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exchange costs of materials, 
equipment and services re- 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964—Continued 


NEAR EAST SOUTH ASIA-—Continued 


Borrower—Amount— Terms 


GREECE—Continued 


on the repayment of the prin- 
cipal at 3% percent. 


INDIA 

Government of India: $225.0 mil- 
lion, 40 years, at % percent dur- 
ing a 10-year grace period, and 
two percent thereafter. 


Government of India: $50.0 mil- 
lion, 40 years, at % percent dur- 
ing a 10-year grace period, and 
two percent thereafter. 

Hindustan Motors: $23.0 million, 
two-step loan, 10-years, at 4% 
percent interest and % percent 
credit fee to borrower; 40 
years, with credit fee of % per- 
cent during 10-year grace 
period, and two percent there- 
after to the Government of 
India. 


Tata Engineering and Locomo- 
tive Company, Ltd: $11.8 mil- 
lion, two-step loan, 10-years, 
with interest at 4% percent and 
credit fee of * percent to the 
borrower; 40 years, with % 
percent during & 10-year grace 
period, and two percent there- 
after to the Government of 
India. 


Purpose 


quired in connection with the 
construction of an earth fill 
dam at Kremasta on the Ache- 
loos River in Greece with a 
power-generating installation 
of 400,000 kw capacity. 


To provide the foreign exchange 
necessary for the import of 
commodities and equipment in 
support of Indian development 
efforts. 

To import commodities and 
equipment in support of Indian 
development efforts. 


To assist in financing the foreign 
exchange costs of the acquisi- 
tion, importation and installa- 
tion of equipment and 
materials necessary for the 
expansion of truck production 
capacity, and the moderniza- 
tion of truck production fa- 
cilities and the modernization, 
expansion and installation of 
its facilities for production of 
diesel and gasoline truck 
engines. 

To assist in financing the foreign 
exchange costs of the acquisi- 
tion, incorporation and instal- 
lation of equipment and 
materials necessary for the 
expansion of the borrower's 
truck and chassis production 
capacity to 24,000 units per 
annum. 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964—Continued 


NEAR EAST SOUTH ASIA—Continued 


Borrower—Amount— Terms 


INDIA—Continued 


Government of India: $7.8 mil- 
lion, 40 years, * percent during 
& 10-year grace period, and 
two percent thereafter. 


Government of India: $7.2 mil- 
lion, 40 years, % percent during 
a 10-year grace period, and 
two percent thereafter. 


Government of India: $3.1 mil- 
lion, 40 years, % percent during 
& 10-year grace period and two 
percent thereafter. 


Hindustan Motors Ltd.: $2.95 mil- 
lion, two step loan, 10 years, 
with interest at 4% percent plus 
a credit fee of % percent to the 
borrower; 40 years, with interest 
at % percent during a 10-year 
grace period and two percent 
thereafter to the Government of 
India. 

Government of India: $2.0 mil- 
lion, 40 years, % percent during 
a 10-year grace period and two 
percent thereafter. 
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Purpose 


To assist in financing the foreign 
exchange cost of a methanol 
plant at the Trombay fertilizer 
plant site and to provide ad- 
ditional foreign exchange fi- 
nancing for the fertilizer plant 
of the Fertilizer Corporation 
of India, Ltd. at Trombay. 

To assist in financing the foreign 
exchange costs of the purchase 
and delivery of 25 broad gauge 

, diesel electric locomotives with 
related spare parts, as well as 
training Indian Railway per- 
sonnel in the United States. 

To help finance the foreign ex- 
change costs of the acquisition 
and installation of the eighth 
generating unit, together with 
associated hydraulic, electrical, 
and transmission facilities at 
the Sharavathi Hydroelectric 
Power Station in the State of 
Mysore. 

To assist in financing the foreign 
exchange costs of the acquisi- 
tion, importation and installa- 
tion of equipment and mate- 
rials necessary to increase the 
production of Marion excava- 
tor shovels and component 
parts of such shovels. 


To assist in financing the foreign 
exchange costs of hiring con- 
sulting firms and individual 
experts to provide assistance 
and advice to agencies of the 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
NEAR EAST SOUTH ASIA—Continued 


IN FISCAL YEAR 1964— Continued 


Borrower—Amount— Terms 


INDIA—Continued 


IRAN 


Government of Iran: $1.5 million, 
20 years, 3M percent with a 
three-year grace period on the 
repayment of the principal. 


ISRAEL 


Government of Israel: $12.0 mil- 
lion, 20 years, 3% percent with a 
five-year grace period on the re- 
payment of the principal. 


Government of Israel: $8.0 mil- 
lion, 20 years, at 3% percent, 
with & 5-year grace period on 
the repayment of the principal. 


NEPAL 


Nepal Industria] Development 
Corporation: $1.0 million, two- 
step loan, 15 years, with interest 
of 4% percent and credit fee of 
% percent to borrower; 40 years, 
including & 10-year grace pe- 
riod, * percent to Government 
of Nepal. 


PAKISTAN 


Government of Pakistan: $100.0 
million, 40 years, with a credit 


Purpose 


borrower and to private firms 
in India. 


To be reloaned to the Iran 
National Airlines Corporation 
(INAC) to assist INAC in 
financing the foreign exchange 
costs of technical managerial 
consulting services and to en- 
able selected key operating 
personnel of INAC to receive 
training in the United States. 


To assist in financing the foreign 
exchange costs of goods, ma- 
terials and services required for 
the execution of the Agricul- 
tural Development Program 
in Israel. . 

To meet the foreign exchange 
costs of the importation of 
commodities necessary to pro- 
mote the economic develop- 
ment of Israel. 


To assist in financing the foreign 
exchange costs of industrial 
projects contributing to Ne- 
pal's economic development. 


To finance the importation of 
approximately $90.0 million of 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


NEAR EAST SOUTH ASIA—Continued 


Borrower—Amount— Terms 


PAKISTAN—Continued 


fee of % percent during a 10- 
year grace period, and two per- 
cent thereafter. 


Government of Pakistan: $18.1 
million, 40 years, with interest 
of % percent for a 10-year grace 
period, and two percent there- 
after. 


Government of Pakistan: $18.1 
million, 40 years, with interest 
of % percent during a 10-year 
grace period, and two percent 
thereafter. 


Government of Pakistan: $14.0 
million, 40 years, with interest 
of % percent during a 10-year 
grace period and two percent 

_ thereafter. 


Government of Pakistan: $12.5 
million, 40 years, with interest 
of % percent during a 10-year 
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iron and steel products and 
approximately $10.0 million of 
other specified commodities es- 
sential to the successful imple- 
mentation of Pakistan’s Second 
Five Year Plan. 


To assist in financing the foreign 


exchange costs of goods and 
services required for construc- 
tion of a 132 MW gas-fired 
steam-generating electric power 
plant and auxiliary facilities at 
Lyallpur, West Pakistan. 


To assist in financing the foreign 


exchange costs of the materials, 
equipment and services neces- 
sary for installation and elec- 
trification of tubewells, canal 
remodeling, surface drainage 
works, and transport and main- 
tenance equipment necessary 
to irrigate and correct water- 
logging and salinity in the 
Chaj Doab in West Pakistan. 


To assist in financing the foreign 


exchange costs of equipment, 
materials and services required 
for the construction of a road 
from Dacca to Aricha in East 
Pakistan together with ancil- 
lary facilities including ferries, 
ferry landing and connecting 
roads. 


To assist in financing the foreign 


exchange costs of goods and 
services required to rehabilitate 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964—Continued 


NEAR EAST SOUTH ASIA—Continued 


Borrower—Amount— Terms 


PAKISTAN—Continued 


grace period and two percent 
thereafter. 


Government of Pakistan: $10.4 
million, 40 years, with interest 
of % percent for a 10-year grace 
period and two percent there- 
after. 


Government of Pakistan: $8.7 
million, 40 years, with interest 
of % percent for a 10-year grace 
period and two percent there- 
after. 


Government of Pakistan: $8.5 
million, 40 years, with interest 
of % percent for a 10-year grace 
period and 2 percent there- 
after. 


Government of Pakistan: $7.53 
million, 40 years, with interest 
of % percent for a 10-year grace 
period and two percent there- 
after. 


Karachi Electric Supply Co., Ltd: 
$7.2 million, two-step loan, 25 
years, 3% percent to the bor- 
rower; 40 years, with interest 


Purpose 


and expand the Water and 
Power Development Author- 
ity's electric power distribution 
system in West Pakistan. 

To assist in financing the foreign 
exchange costs of goods and 
services required for the execu- 
tion of the Malaria Eradication 
Program in Pakistan during 
fiscal year 1965 and 1966. 

To be reloaned to the Pakistan 
Eastern Railway (PER) to as- 
sist in financing the foreign 
exchange costs of equipment, 
materials and services required 
for the rehabilitation, modern- 
ization and expansion of its 
railway facilities. 

To assist in financing the foreign 
exchange costs of goods and 
services required for installa- 
tion of a 44/50 gas-fired steam 
generator at the existing 
Shiddhirganj Thermal Plant 
in order to increase base load 
power in the eastern grid of 
East Pakistan. 

To assist in financing the foreign 
exchange costs for equipment, 
materials, and services re- 
quired for the rehabilitation, 
modernization and expansion 
of its railway facilities in West 
Pakistan. 

To assist in financing the foreign 
exchange costs of equipment, 
materials, and services required 
to expand the power distri- 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964—Continued 


NEAR EAST SOUTH ASIA-—Continued 


Borrower—Amount— Terms 


PAKISTAN—Continued 


at % percent during a 10-year 
grace period and two percent 
thereafter. 


Government of Pakistan: $6.0 
million, 40 years, with interest 
of % percent for a 10-year grace 
period and two percent there- 
after. 


Government of Pakistan: $3.8 
million, 40 years, with interest 
of % percent for a 10-year grace 
period and two percent there- 
after. 


Government of Pakistan: $3.6 
million, 40 years, with interest 
at % percent during a 10-year 
grace period and two percent 
thereafter. 


Purpose 


bution of the borrower in 
order to assist Pakistan to 
meet anticipated power de- 
mands in the Karachi area. 


To be reloaned to West Pakistan 


Water and Power Develop- 
ment Authority (WAPDA) to 
assist in financing the foreign 
exchange costs of purchasing 
earth moving machinery and 
related construction equip- 
ment for the Machinery Pool 
Organization of WAPDA. 


To assist in financing the foreign 


exchange costs of goods and 
services required for the in- 
stallation of additional peak- 
ing capacity in the grid system 
by installation of a third 40 
mw hydrogenerating unit at 
the existing Karnafuli Power 
Station in the Chittagong Hill 
tracts at Kaptai in East Paki- 
stan. 


To assist in financing the foreign 


exchange costs of consulting 
services, goods and materials 
required to increase the ca- 
pacity of the Public Health 
Engineering Department to 
perform its functions of de- 
signing, constructing and op- 
erating water and sewerage 
facilities in West Pakistan. 
The project also includes goods 
and materials for five demon- 
stration water supply systems. 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


NEAR EAST SOUTH ASIA —Continued 


Borrower—Amount— Terms 


PAKISTAN—Continued 


Government of Pakistan: $3.4 
million, 40 years, with interest 
of * percent during & 10-year 
grace period and two percent 
thereafter. 


Government of Pakistan: $2.8 
million, 40 years, with interest 
of Y percent during a 10-year 
grace period and two percent 
thereafter. 


Sui Gas Transmission Co., Ltd.: 
$2.7 million, two-step loan, 
interest % percent for 10 years 
and two percent for balance of 
two years to borrower; also 
special charge to borrower of 
five percent for 10 years and 
3% percent for balance of two 
years; to the Government of 
Pakistan 40 years, X percent 
during a 10-year grace period 
and two percent thereafter. 


TURKEY 


Government of Turkey: $70.0 
million, 40 years, with a credit 
fee of % percent during a 10- 
year grace period and two per- 
cent thereafter. 


Government of Turkey: $20.4 
million, 40 years, with interest 
of % percent during a 10-year 


To assist in financing the foreign 


exchange costs of equipment, 
materials and services required 
for the rehabilitation and ex- 
pansion of six of the jetties in 
the Port of Chittagong, East 
Pakistan. 


To assist in financing the foreign 


exchange costs of goods and 
services required to construct 
the electrical transmission lines 
and their associated substa- 
tions in Comilla and Noakhali 
Districts of East Pakistan. 


To assist in financing the foreign 


exchange costs of equipment, 
materials, and services required 
to construct a compressor plant 
to increase the quantity of gas 
transmitted by the Sui-Karachi 
pipeline and an additional puri- 
fication unit at the Sui gas 
field to increase the borrower's 
overall output of purified gas. 


To finance the importation of 


specified commodities. Dis- 
bursements from the loan, to- 
gether with a pipeline from 
prior years, will help meet 
GOT balance of payments re- 
quirements of $215 million. 


To assist in financing the foreign 


exchange costs of materials, 
equipment and services re- 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


NEAR EAST SOUTH ASIA—Continued 


Borrower—Amount— Terms 


TURKEY—Continued 


grace period and two percent 
thereafter. 


Government of Turkey: $18.1 
million, 40 years, including a 10- 
year grace period, at % percent. 


Government of Turkey: $4.4 mil- 
lion, 40 years, with interest of % 
percent during a 10-year grace 
period and two percent there- 
after. 


Industrial Development Bank of 
Turkey: $4.0 million, two-step 
loan, 15 years, 5% percent to 
borrower; 40 years with interest 
of % percent during a grace 
period of 10 years and two per- 
cent thereafter to the Govern- 
ment of Turkey. 

Goodyear Lastikleri T.A.S.: $2.5 
million, two-step loan, 10 years, 
5% percent to borrower; 40 years 
with interest of % percent during 
a 10-year grace period and two 
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Purpose 


quired in connection with con- 
struction of a dam together 
with &n hydroelectric power 
generating installation of 300 
mw capacity at Ciceroz on the 
Sakarya River and about 97 
miles of 154 kv transmission 
lines. 


To assist in financing the foreign 


costs of the acquisition and 
importation of highway main- 
tenance equipment and spare 
parts and the services of con- 
sultants. 


To assist in financing the foreign 


exchange costs of installing a 
Central Traffic Control and 
Communications System be- 
tween Istanbul and Ankara 
&nd & communications system 
between Zonguldak and An- 
kara in order to increase the 
traffic capacity of the railroad 
lines between those cities. 


For medium and long-term sub- 


loans to private entrepreneurs 
for approved industrial projects 
and to finance the services of 
consultants to advise the bor- 
rower on matters related to 
its operations. 


To assist in financing the foreign 


exchange costs of one addi- 
tional tire production line con- 
sisting of one new mixing 
machine plus presses, molds, 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


NEAR EAST SOUTH ASIA—Continued 


Borrower—Amount— Terms 


TURKEY —Continued 


percent thereafter to the Gov- 
ernment of Turkey. 

Government of Turkey: $1.1 mil- 
lion, 40 years with interest of % 
percent during & 10-year grace 
period and two percent there- 
after. 


Government of Turkey: $0.32 
million, 40 years with interest 
of % percent during a 10-year 
grace -period and two percent 
thereafter. 


cutting machines and other 
related equipment. 


To finance the foreign exchange 


costs of a modern coal washing 
plant and related facilities and 
vehicles to support increased 
output of open-pit coal mining 
operations. 


To finance the foreign exchange 


costs of equipment materials 
and services required for an 
aerial survey to make initial ex- 
ploration for mineral deposits 
of large areas of the country in 
a short period of time. 
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IX. THE FAR EAST 


Political upheavals and military actions in Vietnam and Laos had 
far-reaching effects on the AID program in the Far East in fiscal 
year 1964. 

The overthrow of the Diem regime in November 1963 was preceded 
by five months of mounting pressures and tension which saw the tem- 
porary suspension of some AID-financed commercial imports. There 
were widespread expectations among the Vietnamese people that the 
fall of Diem would lead to a more vigorous prosecution of the war 
against the Viet Cong. "These expectations were never realized be- 
cause the new Government was unable to function effectively, or 
command broad support. Virtual paralysis of the government's 
administrative machinery ensued, leading to another coup in January 
which further complicated the internal political situation. One of the 
major effects of the fall of the Diem Government was a reassessment 
of the strategic hamlet program. Despite U.S. advice to the contrary, 
the strategic hamlet program had been extended too rapidly, so that 
in many cases, it was not possible to protect loyal villagers against 
Viet Cong influence and retribution. By using more realistic criteria 
for determining what constituted an effective and defensible hamlet, 
a joint U.S.-Vietnamese reassessment set the total number of strategic 
hamlets at 4,000 instead of the previous high estimate of about 8,000. 

In the neighboring country of Laos, neutralist and conservative 
elements drew closer together in common defense of their country's 
independence in the face of a persistent campaign of political pressure 
and military attack by the Communist-supported Pathet Lao. The 
capture of additional territory by the Pathet Lao increased the number 
of refugees needing U.S. assistance and a continued heavy volume of 
support continued to be necessary for Laos’ large military forces. To 
meet the threat of growing inflation and financial instability, the 
Lao Government took steps to devaluate the currency, increase tax 
collections, and adopt other corrective fiscal measures. The United 
States, together with other free world nations, is contributing to a 
stabilization fund recommended by the International Monetary Fund. 

The necessity for greater efforts in Vietnam and Laos tended to 
obscure the brighter picture in some other Far East countries, such 
as the Republic of China. Free China's healthy economic progress 
enabled AID to reduce the size of the fiscal year 1964 program and 
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announce in May 1964 that U.S. economic assistance on concessional 
terms would no longer be necessary after fiscal year 1965. Local 
private enterprise has gained encouragement, foreign investment has 
expanded rapidly, and the pace of general social and economic prog- 


ress has quickened, The reorganized AID Mission has been working ` 


both to maintain and increase this momentum and to complete the 
orderly phase out of AID economic assistance for Taiwan. 

Development grant assistance to Korea was reduced by almost 50 
percent as that country made further progress along the road to 
economic independence. One technical assistance project was com- 
pleted, three development. loan projects were successfully concluded, 
and four new development loans authorized to accelerate the pace of 
development. 

Under President Macapagal’s firm leadership, the Philippines 
assumed an increasingly important role in Far Eastern security affairs. 
The Republic enjoyed a more stable political climate and a relatively 
steady econqmy. Confidence in the peso remained firm. Except for 
the inauguration of the long-awaited agrarian reform program and 
improvement in the pay of civil servants, however, only modest prog- 
ress was made toward the goals of the Socio-Economic Development 
Plan. Four land reform districts were established and measures were 
taken to resolve land tenure problems that have plagued the nation 
for generations. 

Plans by the member nations of the Development Assistance 
Committee (DAC) to assist in stabilizing Indonesia’s economy were 
negated by President Sukarno's insistence on a confrontation with the 
Federation of Malaysia. In view of the political and economic con- 
sequences of confrontation the fiscal 1964 AID program was restricted 
to technical assistance, principally in areas such as malaria eradica- 
tion, education, and public safety. 

The improved economic conditions in some countries and the limi- 
tations imposed by political developments in others led to reductions 
in total AID commitments in six of the nine Far East countries. 
These cuts more than balanced the few increases required, principally 
for the defense efforts in Vietnam and Laos. 


DEVELOPMENT LOANS 


The total development lending program in the Far East in fiscal 
year 1964 consisted of four loans to Korea amounting to $29.6 million. 
This is less than half the amount committed for such loans in the Far 
East in the previous year. All four loans were designed to strengthen 
the country's infrastructure and to expand the foundations for per- 
manent economic progress. With these loans, the Koreans will im- 
prove their railway system, expand the water supply system in Taegu, 
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increase the country's electric generating capability, and modernize 
the nation's telecommunications network. 


Accomplishments During the Fiscal Year 


In fiscal year 1964, nine U.S. loan projects in the Far East were 
completed, six in the Republic of China on Taiwan and three in Korea. 
These loans are now contributing to economic growth through in- 
creased electric power output, expanded transportation and telecom- 
munications, and new industrial production. In addition, the new 
domestic output is helping China and Korea to balance their inter- 
national payments by earning and saving foreign exchange. 

The six loans to China by an AID predecessor agency totaled 
some $44 million, and were more than matched (principally in local 
currency) by the contributions of the borrowers. By June 30, 1964, 
some $4,145,000 of these loans had been repaid along with interest 
totaling $3,650,000. 

Largest of the six projects is the Shihmen multipurpose dam, 
completed in June 1964 by the Government's Taiwan Power Corpo- 
ration. The project includes a 136-foot dam, a 256,000-acre-foot 
reservoir, two 45,000-kilowatt generators, a new irrigation canal sys- 
tem, and a public water supply system. Besides providing the new 
power source, the dam project will irrigate about 145,000 acres of 
double-crop paddy fields and reduce flood damage in the Taipei area. 

The U.S. loan, approved in June 1958, was for $21.5 million to 
finance the import of equipment, materials, and the service of Amer- 
ican engineers to supervise design and construction of the project. 
The Chinese power company contributed one million dollars in foreign 
exchange for additional imports and more than $34 million in local 
currency to finance local construction costs. 

A large electric project, one of a series planned to meet Taiwan’s 
demand for power (increasing 14 percent annually) has added 125,000 
kilowatts of firm capacity through an extension of the existing Nanpu 
steam power plant at Kaohsiung. 

Another completed loan financed the purchase of 11 U.S. diesel 
electric locomotives and traffic control equipment for the Taiwan 
Railroad Administration. The new equipment is helping to meet 
the increasing demand for transportation stemming from the country's 
rapid economic development. 

A 218-mile microwave radio relay system along Taiwan’s west 
coast was completed with U.S. assistance in December 1963, linking 
the island’s four largest cities. The improved telephone and tele- 
graph communications are assisting economic growth by increasing 
the efficiency of industrial and commercial operations, and are 
contributing to Taiwan's security. 
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Summary of Far East Program Commitments for Fiscal 


Year 1964 
[In millions] 
Develop- | Technical| Support- | Contin- Fiscal 
Country ment coopera- | ing assist- | genc year 1964 
loans tion ance fun total 
o AAA A $0. 9 $0. 3 [22:22 $1. 2 
Cambodia. .-...-..-|---------- 2. 8 55 A 3.4 
China (Taiwan).....|..-.-.....- a qM AAA usss iss 21 
Indonesia. -._....--|/----.----- 10. 1 2 u Z 22 10. 4 
Korea.............- $29. 6 3. 7 40 2 |... iba 109. 5 
¡AA A 8 3 24. 1 $8. 8 41. 2 
Philippines. ........|.-.......- A ee eRe eres 3. 4 
Thailand. -.-.-.----|---------- 6. 1 6.5 .9 12. 9 
Vietnam- .----------lļ---------- 5.9 121. 8 38. 0 165. 7 
Regional. ..........|.-.......- ¡A PEA tu E 1.6 
SEATO ones L AAA ee eles (. 7) 
Others c p goy. Sool eee ess GQ) A Sede Se (. 9) 
Total.......- $29. 6 $45. 0 $229. 7 $47. 1 $351. 4 


A loan to the privately owned Hsinchu Window Glass Works 
financed equipment and materials for an addition to a sheet glass 
plant and for construction of a new ground and polished glass plant. 
The new facilities are now in trial production. 

An aluminum plant owned by the government was expanded with 
equipment financed by a U.S. loan, substantially increasing ingot 
production. Expanded glass and aluminum production resulting 
from these loans is expected to boost exports and foreign exchange 
earnings. 

Thirty new diesel electric locomotives financed by one U.S. loan 
are now in operation on the Korean National Railroad. Procure- 
ment of the engines continued a program of dieselization which began 
in fiscal year 1956 with grant assistance. Because of greater efficiency 
and load capacity, they are expected to save more than $1 million a 
year in foreign exchange expenditures for fuel. 

Installation of new telecommunications equipment financed with 
a U.S. loan has greatly expanded the capacity of Korea's telephone 
and telegraph service to meet the growing demands of industry, 
commerce and government, as well as individual citizens. 

Other savings in foreign exchange (between $1 million and $2 
million a year) will be realized through establishment -of the first 
domestic production of nylon filament in Korea. Construction of the 
new plant at Taegu by Korean private enterprise was assisted by a 
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U.S. loan which financed the purchase of U.S. equipment, supplies 
and services. 

The three loans which helped finance these Korean projects totaled 
about $13 million. The borrowers—one a private enterprise—con- 
tributed three million dollars in local currency to the projects. Some 
$419,000 had been repaid in local currency on one loan, while interest 
paid in dollars and local currency on the three loans had amounted 
to more than $418,000 by June 30, 1964. 


TECHNICAL COOPERATION/DEVELOPMENT 
GRANTS 


Technical assistance continued to contribute to economic and 
social betterment in the Far East during fiscal year 1964. AID- 
assisted projects were carried forward in health, education, community 
development, farming, and industrial development as part of the 
region's drive toward economic self-support. Several significant 
technical assistance projects were completed during the year, some with 
striking results. 


Completed Projects 


In the Philipines, a new coconut processing system which could 
revolutionize this food industry was developed in a completed research 
project directed by the Armour Research Institute, working under an 
AID contract with the National Science Foundation. A nuclear 
reactor provided by the United States under the Peaceful Use of 
Atomic Energy program went into operation in the Philippines in 
August 1963. In the spring of 1961, the University of Virginia com- 
pleted its AID-financed contract to help the Philippines Atomic 
Energy Commission build a staff to operate and maintain the reactor 
and manage the program. 

In Korea, 35 war-damaged public water systems have been re- 
habilitated, 57 systems have been improved or expanded in an AID 
project completed in fiscal year 1964. In addition, 93 Koreans have 
been trained in the design, construction, operation and maintenance of 
waterworks systems. 

Six technical cooperation projects were concluded in Taiwan by 
the end of fiscal year 1964 ns AID began the last year of its economic 
assistance program for that country. 

Institutions, facilities, and training programs have been estab- 
lished in a variety of technical areas which will now be carried on by 
the Government of the Republic of China or by Chinese private 
industry. 

The Mine Research and Service Organization, organized with 
U.S. technical assistance, is the equivalent of the Bureau of Mines in 
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the United States. The new agency made a mineral exploration sur- 
vey of the island, and a major development program was completed 
to increase production of copper, pyrite, silver and gold ores at a 
government mine in northern Taiwan. Another program promoted 
accident prevention, and rescue and recovery procedures in the island's 
mining industries The government is continuing all these programs. 

Four completed projects aimed at strengthening business and 
industry through advancing productivity and trade, analyzing indus- 
trial conditions, and training adults and youth in management and 
technical skills. 


Technical Cooperation Grants in the Far East, Fiscal 


Year 1964 
[In thousands] 
Technical Technical 
Field of Activity coopera- Field of Activity coopera- 
tion grants tion grants 
Food and agriculture. .... $3, 619 || Community development, 
Industry and mining..... 2, 985 social welfare, and 
Transportation... .......- 3, 040 housing..............- $581 
Labot ccoo có 140 || General and miscellaneous. 4, 136 
Health and sanitation. ... 9, 503 || Technical support... ...... 9, 012 
Education..............- 8, 509 — 
Public safety ............ 785 Total. ............ $45, 015 
Public administration..... 2, 705 


Thanks to the China Productivity and Trade Center (established 
under a U.S. grant), small and medium size industrial enterprises 
are receiving advice and assistance to increase their productivity and 
to develop domestic and export trade. The Center has propagated 
the concept of modern industrial engineering and the utilization of 
management consultation services to improve productivity. AID 
assistance has ended and the government will continue to assist the 
Center until it becomes self-supporting through service fees and con- 
tributions from private enterprise. Another project produced a series 
of analyses of specific important industries, such as power and pulp 
and paper. These studies provide data not only for national develop- 
ment plans, but also for management improvements in each industry 
surveyed. Studies of fertilizer production and total energy are now 
being undertaken. Business administrators and public officials are 
being trained in modern management concepts at a Taiwan University 
center established with AID assistance and now continued by Chinese 
instructors. 
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Thousands of youths are being trained annually at two leading 
technical institutes, eight senior high schools, and 15 middle schools 
to meet the need for technicians and for skilled and semi-skilled 
workers in the expanding economy. A companion project seeks to 
improve teacher training in the industrial education department at the 
provincial university. The Government of the Republic of China is 
continuing all these programs with the help of the United Nations 
Special Fund. 

Efficiency and safety have been improved at the Taipei Inter- 
national Airport under an AID project conducted by U.S. Federal 
Aeronautics Administration personnel. A training facility for air 
control personnel was established and the FAA personnel have re- 
mained to continue the training program under other financing. 

Techniques in teaching physical and biological science in Taiwan 
have been improved at the elementary, secondary and college levels, 
and a research program was initiated at four graduate institutes. 
New facilities provided by AID through these concluded projects are 
being effectively utilized and expanded with technical assistance from 
such agencies as the National Academy of Sciences, the Atomic Energy 
Commission and the Fulbright program. 

Another AID technical project has helped to build up reliable 
economic statistical services needed for development planning pur- 
poses. These services will be further developed under contract with 
other agencies or consulting firms. 


New or Continuing Projects 


New and continuing projects illustrate the dimensions of technical 
assistance and the role it can play both in the overall development 
process in the Far East, and in the critical struggles for survival 
underway in Southeast Asia. 

In the Lao National Education Center, teachers are being trained 
for village schools with basic instruction in agriculture and commu- 
nity development so they will be able to provide practical instruction 
and guidance in village affairs beyond the usual school curriculum. 
They are being trained by volunteers of the International Voluntary 
Services (IVS), a non-profit organization under contract with AID. 
The IVS technicians also teach practical sciences and trades such as 
carpentry, plumbing, and electrical work. 

AID is supplying training, medical supplies and health person- 
nel in Laos to help establish and support 100 village dispensaries 
and five field hospitals. Most of the non-Laotian personnel working 
on this project are Filipinos furnished under a contract between AID 
and Operation Brotherhood, a Philippines organization formed for 
medical and development work in such areas. More than 120 Filipino 
doctors, nurses and technicians are working under this contract. 
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A comprehensive project in Thailand is attempting to measure 
current and future manpower resources and to plan educational de- 
velopment to meet the nation’s future development requirements. A 
preliminary assessment of educational and human resources in Thai- 
land was completed in October 1963 and the Government of Thailand 
moved to carry out major recommendations of the resulting report. 
These included the establishment of an Educational Planning Office 
in the Ministry of Education, and a Manpower Planning Office within 
the National Economic Development Board, the Thai national plan- 
ning agency. Through AID-financed contracts, Michigan State Uni- 
versity and the Public Administration Service are assisting the Min- 
istry of Education in educational planning and administration. 

AID has provided both dollar and local currency assistance to 
Rangoon University's new College of Liberal Arts (maximum planned 
capacity—7,000 students) which is being built on a 400-acre campus. 
Ten student dormitories were completed during the fiscal year and 
U.S. architects were drawing up final designs for other campus 
buildings. 

The University of Kentucky and the University of California, 
under AID contracts, are helping Indonesian colleges of medicine, 
Science and engineering, and agriculture to improve curricula, mod- 
ernize facilities, and train professors. 

A public health project designed to protect some 67 million per- 
sons against malaria is underway in Java, Madura, Bali and the tip 
of Southern Sumatra. AID, working with the World Health Orga- 
nization, provides commodities and expertise, while the Government 
of Indonesia contributes 27,000 technical personnel. 

AID launched two new survey projects in the Philippines during 
fiscal year 1964, one by a water resources team from the Bureau of 
Reclamation to collect information on availability of water for multi- 
purpose use; and the other to determine future requirements for elec- 
tric power in the Philippines. The two surveys will provide data 
required by lending institutions such as the World Bank which are 
considering capital loans for irrigation, waterworks, hydroelectric 
and other types of water projects. 


SUPPORTING ASSISTANCE AND CONTINGENCY 
FUNDS 


Major programs in Vietnam, Laos, Thailand, and Korea were 
financed by Supporting Assistance and Contingency Funds. 


Vietnam 


In fiscal year 1964, balance of payments support of $113 million 
under supporting assistance was provided to finance essential imports 
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needed to maintain the economy of Vietnam, to prevent serious in- 
flation arising from increased war related expenditures and enlarged 
Vietnamese budgetary deficits, and to encourage domestic production. 
The sale of commodities financed by these funds generated Vietnamese 
currency which was used to support approximately half of Vietnam's 
military budget for 1964. 

Some $47 million of supporting assistance funds were supplied 
for commodities and technical assistance designed to assist the Viet- 
namese Government to carry out specific activities within the counter- 
insurgency program. Under a country-wide plan, it was the respon- 
sibility of the military to clear areas of Communist insurgents. Once 
cleared, the task is then to obtain public support through improved 
government administration, the development of local government and 
social and economic improvements. Many of the counter-insurgency 
activities are designed for the rural population and to enhance the 
Vietnamese Government's image of strength and willingness to help 
the people. The counter-insurgency program enables “hamlet” dwell- 
ers and refugees from the Viet Cong to earn a livelihood and to 
construct modern schools, health stations, rural water supply facilities 
and hamlet defenses. The program includes such grass-roots activi- 
ties as the distribution of improved seed, fertilizer, rat poison, and 
various instructional materials. It also includes the institution of a 
modern hog and poultry program, instruction in better corn and 
sweet potato production, repair and maintenance of highways and 
roads, and the dredging of waterways. Radio communications have 
been installed to link rural villages together. 


Laos 


Supporting assistance funds in Laos have been used to finance 
essential imports, to feed refugees driven away from their land by the 
Pathet Lao, and to support rural development programs to strengthen 
rural people's allegiance to the government. During fiscal 1964 rural 
development assisance was reorganized to concentrate on clusters 
of villages which can demonstrate to other villages how their 
standards of living can be raised through the development program. 

The village development effort is conducted principally by volun- 
teers of the International Voluntary Services (IVS), working under 
an AID contract. The volunteers live in the villages and learn the 
local languages, emphasizing self-help to show the villagers how much 
can be accomplished through village cooperation with little outside 
help. IVS volunteers are guided by AID community development | 
advisors and obtain technical help from AID specialists in such fields 
as public health, agronomy, and animal husbandry. 
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Thailand 


AID’s supporting assistance for Thailand in fiscal year 1964 fo- 
cused on strengthening Thailand's ability to combat Communist sub- 
version in rural areas. The program provides weapons, equipment 
and services for the Border Patrol Police—a mobile 6,300 paramilitary 
force operating in isolated border regions, and the Provincial Police— 
a 28,000-man unit responsible for law and order in the provinces. 
Supporting assistance also helps to finance construction of rural roads, 
small dams, irrigation facilities, and other village improvements. 
Equipment and training is provided for three units of Thai Army 
engineers for work on construction projects. 


Korea 


In Korea, a substantial commodity import program is financed 
with supporting assistance funds. The local currency generated from 
the sale of these commodities is used primarily for Korea's military 
budget, as well as to finance some of AID's economic development 


program. 
NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964 
FAR EAST 


Borrower—Amount— Terms Purpose 


KOREA 


Republic of Korea: $11,000,000. 
40 years including 10 years 


To finance the procurement of 
65 diesel electric locomotives 


grace, X of one percent for 10 
years, 2 percent balance of term. 

Republic of Korea: $2,400,000. 
40 years including 10 years 
grace, X of one percent for 10 
years, 2 percent balance of 
term. 


Republic of Korea: $7,750,000. 
40 years including 10 years 
grace, 4 of one percent for 10 
years, 2 percent balance of 
term. 
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to complete dieselization of the 
Korean National Railroad. 

To finance procurement of equip- 
ment and services for the ex- 
pansion and improvement of 
the municipal water system of 
Taegu. The services of ac- 
counting consultants to assist 
in the modernization of the 
accounting system of the Water 
Bureau will also be financed. 

To provide equipment and serv- 
ices needed to improve and 
expand the electric power 
transmission and distribution 
facilities of Korea's electric 
utility company. 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


FAR EAST—Continued 


Borrower—Amount— Terms 


KOREA—Continued 


Purpose 


Republic of Korea: $8,400,000. | To provide a microwave back- 


40 years including 10 years 
grace, % of one percent for 10 
years, 2 percent balance of 
term. 


bone for Korea’s civil tele- 
communications system. Toll 
network, program relay and 
overseas radio facilities will 
be financed plus engineering 
services and a survey of the 
Ministry of Communication’s 
accounting system. 
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X. AFRICA 


United States economic assistance programs were carried on in 
34 African countries in fiscal year 1964, with wide variations in the 
size and the composition of aid from country to country. The total 
fiscal year 1964 program amounted to $201.9 million, a decline of about 
23 percent from the previous year. Our assistance was highly concen- 
trated ; 60 percent of the total was for five countries—Nigeria, Tunisia, 
Congo (Leopoldville), Liberia, and Morocco. Of the total, some 76 
percent was for development in the form of capital loans and technical 
assistance grants, compared to 70 percent for the preceding fiscal year. 

Broken down according to category of assistance, the African 
programs included $79.7 million for development loans (40 percent 
of the total), $74.2 million in technical assistance grants (36 percent), 
and $48 million in supporting assistance. Very small assistance pro- 
grams were started in two new countries—Rwanda and Zanzibar; 
commitments were decreased in 21 countries; and there was a small 
increase in funds committed for regional activities. A successful 
stabilization program and continued Belgian aid to the Congo, and 
reduced assistance associated with U.S. facilities in Libya and Morocco 
were the major factors permitting a drop in supporting assistance for 
Africa in fiscal year 1964. 

Assistance by other free world countries amounted to more than 
2.5 times the total U.S. economic aid program for Africa in fiscal year 
1964, including Food for Peace and other programs. The European 
Economic Community (EEC) provided substantial support, especially 
to former French colonies, which also received sizable assistance from 
France. Former British holdings received independence loans and 
grants to help them through the transitional period between depend- 
ence and independence. However, Liberia (independent since 1847) 
and Ethiopia (sovereign for many years) have not enjoyed regular 
sources of aid other than the United States. Several African coun- 
tries received credits and offers of assistance from Communist sources 
during the year. 

The march of African independence continued. Kenya became 
a nation within the British Commonwealth, and two new countries— 
Zambia (Northern Rhodesia) and Malawi (Nyasaland) —completed 
their preparations for independence. Several of the new states were 
plagued by political growing pains and internal strife during the year. 
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A new multinational body—the Organization for African Unity 
(OAU)—began functioning as a peacekeeping unit in intra-regional 
disputes and successfully mediated the Algeria-Morocco border conflict. 

Communist penetration attempts were made in the form of offers 
of assistance to several countries, most notably Kenya and Somalia. 
Both the Soviet Union and the Chinese Communists concluded ar- 
rangements for military and economic assistance to Somalia, pointing 
up the growing competition between Peking and Moscow to extend 
their spheres of influence. A revolution in Zanzibar and short-lived 
army rebellions in Kenya and Tanganyika aggravated East Africa's 
political instability and opened the door to Communist meddling in 
the area. A later agreement establishing a loose federation between 
Zanzibar and Tanganyika, and the provision of U.K. military assist- 
ance to Kenya held out some hope for increased stability. The con- 
tinuing departure of British residents and the reduction in U.K. total 
aid has resulted in an increased number of requests for assistance 
from other sources. 

In an experiment started during the year, the programming and 
administration of assistance to 11 African countries was centralized 
in Washington. The new centralized regional office combines the 
functions of former geographic and technical offices and the AID 
field representation, except for field technicians with specific project 
execution responsibilities. The regional office covers Niger, Mauri- 
tania, Senegal, Upper Volta, Dahomey, Togo, Chad, Central African 
Republic, Congo (Brazzaville), Gabon, and the Malagasy Republic. 

Aid to Morocco was suspended for about two months as a result 
of the use of ships of Moroccan registry in the Cuban trade. The 
suspension imposed under the provisions of the U.S. aid legislation, 
was rescinded on receipt of specific assurances from the Government 
of Morocco that steps had been taken to halt the traffic of Cuban trade 
on Moroccan ships. 

Rapidly changing political factors, including instability and Com- 
munist efforts to take advantage of unrest in some countries, will affect 
the level and content of assistance to those countries in the next few 
years. However, the nature of U.S. objectives, the ability of each 
country to make good use of assistance, and the availability of aid 
from other Free World donors continue to be the primary determi- 
nants of the size and type of program carried out in the African 
countries. 


DEVELOPMENT LOANS 


The primary needs of the new African nations are underscored 
by the nature of the 24 development loans made in the region in fiscal 
year 1964. Of the 24, 17 were for education, transportation, or power 
development. 
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Seven loans were made to six countries to link inaccessible agri- 
cultural areas with market centers by road or rail, to connect remote 
areas with urban population areas and create a sense of national unity, 
or to provide air transport facilities to reach markets around the 
world. Educational development loans were made to six countries to 
help train the technicians and administrators necessary to sustain 
economic progress, to construct and equip schools and colleges, to 
broaden opportunities for vocational education, and to increase the 
productivity of agriculture. In dollars, loans for the development of 
electric power-generating facilities led all other categories, even though 
they were made to only three countries—Nigeria, Tanganyika, and 
Tunisia. 

The largest single loan was made to Nigeria to develop hydro- 
electric resources on the Niger River, a project which involves the 
IBRD, Italy, the United Kingdom, and the Netherlands, in addition 
to the United States. The project has been given top priority by the 
Nigerian Government and is expected to play an important role in 
Nigeria’s economic development. Its initial installation should meet 
the 1970 power demands of major load centers. With the addition of 
turbine generator units, the project should also meet expected power 
generation needs through 1982. The assured availability of this 
power should assist the growth of the productive sectors of the Ni- 
gerian economy. The project will also provide navigable waterways, 
agricultural assistance, flood control, and fishing benefits. 


TECHNICAL COOPERATION/DEVELOPMENT 
GRANTS 


Fifty percent of the $74.2 million allocated for technical cooper- 
ation programs in Africa during fiscal year 1964 was used in the fields 
of education and food/agriculture ($18.7 and $18.6 million respec- 
tively). Significant emphasis was also placed on training administra- 
tive and technical personnel to increase the efficiency of Africa's new 
governments, and carrying on health programs to increase the people's 
productive capacity. As in all U.S. assistance programs, the efforts 
to encourage and support the growth of private enterprise continued. 


Education 


The major educational effort was in Nigeria. AID-sponsored 
projects at the University of Nigeria and at the Aijetoro and Port 
Harcourt comprehensive schools have pioneered concepts that are 
revolutionizing the Nigerian approach to secondary and higher edu- 
cation, tailoring it more closely to the country's development needs. 

Under an AID contract, Michigan State University is cooperating 
with the University of Nigeria to adapt the American concept of a 
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Summary of African Program Commitments for Fiscal 
Year 1964 


[In millions] 


Develop- | Technical Supporting) Fiscal year 
Country ment cooperation) assistance | 1964 total 
oans 


Alger 6 sees Aiea tect ee toes E E $0. 9 

Burund! aon iol orae ma RE 0:95: tick 

O EIl MA tmc 1.5 AP 

Central African Republic. ......|.......... Tet [2o 

Chid i22 eee euse AA O 6 [.. . .. 

Congo (Brazzaville)............ $2. 7 Il A 

Congo (Leopoldville)...........|.......... 1.2 

Dahomey---------------------ļ|---------- 0 0 sust 

Ethiopia ---------------------- 0. 7 4 5 aes een 

e A AA 0.8 lucre 

GhaDiR. Loon te ete PA 1.2 |: 

A MAA EA ET 2. 7 

Ivory Coast................... 5.0 ¡AE 

Kenya. A A AA 4 die 

Libera cia paa 55462 7.4 69.1.55 zu 

¡A sense ec ese ee etos 0. 9 

Malagasy Republic. ...........|.-.-......- 08 AA 

Mal ects occcmecouteusuceseeus 1.1 1. 2 

Mauritania... -2 .--------------ļ---------- OT po 

Mor0660x s uu Du yu uuu 2. 3 0. 9 

ET L 25.22 nec Qu ole: 1.8 0.5: A 

A sokeiden puni aae 31. 4 14 2 1-5 si 

Rhodesia and Nyasaland. ......|.......... ¡A 

1 ARA A A ¡E PA 

1 AA 1.3 0.8 dis 2.1 

Sierra Leone_._...------------|---------- 1:2. 12 nis 1. 2 

Somali Republic...............|--........ d d Nees Pensous 3. 7 

TA A adi san 2 5 EIA 2.5 

Tanganyika..................- 3. 9 2115: ka 6. 0 

TORO 5c: 1.2: as doses 051. rin 0.5 

AREA PEL CE 20. 2 RE. a AA 21. 7 

Uganda MAA ieee 0.4 2 d ee ams 2.6 

AAA ee oe ees 0 4 |---------- 0. 4 

LADZIDATP pise Ollas 0.1 

Regional...................... 1. 5 Mies Usa 13. 1 
LOU AA umo. $79. 7 $74. 2 $201. 9 


land grant university to a Nigerian setting. As a result, the Uni- 
versity of Nigeria is fast developing programs of research and training 
in Colleges of Education, Agriculture and Engineering as well as in 
the liberal arts and the sciences. Enrollment had increased from 220 
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in 1960 to 2,000 at the end of the fiscal year, and 145 of the total 250 
faculty positions were occupied by Nigerians. 

Plans were made during the year to extend the land grant concept 
to the University of Afe Agricultural School in Western Nigeria and 
to the Agricultural School in Eastern Nigeria under AID contracts 
with the University of Wisconsin and Colorado State University. 

The concept of the comprehensive secondary school has also taken 
root. Harvard and UCLA, under AID contracts, are developing the 
first comprehensive secondary schools at Aijetoro and Port Harcourt. 
They are attempting to set up practical, technical and academic pro- 
grams designed to meet the needs of students seeking immediate em- 
ployment upon graduation as well as those wishing to go on to 
institutions of higher education. 

Teacher training developed through AID university contracts has 
been given increasing recognition in the form of higher status for the 
teachers thus trained. Three hundred and ninety Nigerian teachers 
were graduated from AID.assisted institutions in fiscal year 1964, 
and 1,780 teachers received AID-supported in-service training. 

The Government of Sierra Leone combined an agricultural ex- 
periment station and a teacher training school to create a centrally 
located Njala University College. With technical assistance under a 
U.S.-financed University of Illinois contract, the college was scheduled 
to open its doors to 125 students in October 1964. In eastern Sierra 
Leone, an AID-financed Hampton Institute team developed a rural 
training institute to teach largely unschooled students the practical 
elements of farming, construction, carpentry, and other trades. Out 
of 1,200 applicants, the school could accept only 63, of whom 23 
graduated in June. The students are building their own campus and 
completed a girl's dormitory and a home economics dining building 
during the year. Construction was also completed on a women's 
domintory and staff houses of the Milton Margai Teacher Training 
College. An audio-visual center completed in fiscal year 1964 under 
a development grant contract with Indiana University is now operated 
entirely with local resources. The center has trained approximately 
900 teachers, headmasters, and principals, and assists school and 
government ministries. 

Completion of the National Teacher Education Center, a show- 
case project for Somalia, provides the major facility for the training 
of prospective and current Somali teachers. The center can accom- 
modate 200 students in three classes and has two classes already 
enrolled. 

In West Cameroon, the Government Trade Center at Ombe was 
broadened and improved through AID efforts to such an extent that 
the Government elevated the school to the status of a Technical College. 
Enrollment totals 186 at the government-supported boarding school. 
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The facilities were renovated by the students themselves as part of their 
training. The AID vocational education advisor initiated a “revolv- 
ing loan fund" to help the graduates get started in their own businesses. 
Using AID equipment, the school solicited $25,000 in outside contracts 
which were turned over to former students. 

The new Bingerville Animal Husbandry School in the Ivory Coast 
was completed in August 1963 and is now in operation under an annual 
government budget equivalent to $30,000. The majority of the teach- 
ing personnel is supplied by French assistance. The school offers 
three years of specialized training to 40 students and graduates 16 
annually. The increased number of personnel trained in animal 
husbandry is expected to improve markedly the Ivory Coast livestock 
industry. At present, the country has only about 300,000 head of cattle 
so that about four million dollars must be spent annually to import 
cattle. 

A pilot teacher-training institute was completed in Morocco, and 
for the first time teachers were graduated with a preparation in basic 
agriculture, health, and community development for service in the 
rural elementary schools. Eighty rural teachers were brought to- 
gether during the summer under a new intensive one-month seminar 
to upgrade their teaching skills, with emphasis on the needs of farm 
children. In Tunisia, more than 1,000 new classrooms were built 
with funds accruing from the Food for Peace program, and 17,000 
books were distributed. Construction went ahead on a new Occupa- 
tional Training Center at Ariana, which graduated 30 skilled me- 
chanics. Upon completion, the new school will graduate 90 students 
each year, to meet one of the critical needs of the Tunisian economy. 

In Ghana, AID helped establish three more rural farm institutes, 
making a total] of five bemg assisted by 13 AID technicians. Student 
enrollment at these institutes stood at 228 and plans call for it to 
be increased to accommodate 500 annually. A one-year course of 
instruction will concentrate on practical courses in the establishment of 
income-producing farms. 

Some 265 young African students were brought to the United 
States for undergraduate training through a program in which AID 
and more than 200 American colleges and universities cooperate. This 
brought the total number of students studying under the ASPAU 
(African Scholarship Program for American Universities) during 
the fiscal year to 730. The universities provide scholarships; the 
students’ governments pay travel costs; and AID provides a living 
allowance during the students’ stay in the United States. 


Agriculture 


AID agricultural extension experts in Ghana worked with local 
cooperatives to introduce and develop rubber as a new crop. They 
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supervised the distribution of 186,000 seedlings to farmers, adding 
900 acres to the previously planted 5,000 acres. 

In another agricultural extension achievement, an AID-developed 
lima bean seed has increased the yield per acre from the traditional 
300 pounds to 1,000 pounds per acre without fertilizer, and up to 1,500 
pounds with fertilizers. 

Under an AID-financed project in Cameroon, sprayers and in- 
secticides were provided at subsidized prices on a credit basis to 
farmers who were willing to group together and utilize modern methods 
for protecting their cocoa trees. It was the first time these farmers 
had received credit without interest, and with payment to be made 
only at the time of sale of the cocoa crop. Effective control of the 
cocoa disease should result in a 60 percent increase in the production of 
cocoa, Cameroon's most important export crop. 

A range management and water resources pilot project had sig- 
nificant impact on Northern Nigeria's agriculture during the fiscal 
year. Theonly areas which are free of the tsetse fly suffer from severe 
water shortage during most of the year, consequently, many of the 
nation's 10 million cattle must travel many miles in search of water and 
grass. Asa result, the herds are generally in poor condition and suffer 
& high mortality rate. Under this program, water holding facilities 
free of the tsetse fly are created simultaneously with the institution of 
controlled grazing techniques. Calving has doubled and calf death 
losses were reduced by half. 


Health 


One of the most significant AID activities in the field of health 
this year was the endemic disease control program in Upper Volta. 
As a follow-up to the program of the previous year, when 750,000 
children were vaccinated against measles, 11 combination equpiment- 
personnel carriers were put into operation, permitting examination and 
treatment of additional segments of the population for tropical com- 
municable diseases such as leprosy, river blindness, river fluke, and 
sleeping sickness. At the same time, the endemic disease control 
teams administered preventive services to the 162,000 persons in the 
Yako region. 

Noteworthy in AID activities in Niger during 1964 was a health 
program financed multilaterally by Niger, the United States, and 
European sources. This included the continuous operation of two 
large mobile public health teams, which were able to service 107,000 
persons with medical examinations. This was paralleled by a U.S. 
measles-prevention program which inoculated 18,000 children in the 
Niamey area. Asa result, Niamey was the only part of the country 
where measles failed to pose a serious problem during the spring of the 
year. 
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Private Enterprise 


One of the major goals of AID's assistance in education, agri- 
culture, transportation and communications is to establish pre-con- 
ditions for the development of modern industry with strong emphasis 
on the private sector. Two of AID's projects in Nigeria illustrate 
the accent on private enterprise. 

An AID-financed contract with Arthur D. Little, Inc., an Ameri- 
can firm, seeks to foster foreign investment and foreign industry in 
Nigeria. Asa result of this project, a textile mill, largely owned and 
operated by Indian Head Mills, commenced operations in Nigeria, and 
plans were completed by the Bemis Bros. Bag Co. to invest in Nigeria. 

Another of .AID’s efforts is a project designed to support and 
assist the growth of indigenous private enterprise, which eventually 
must provide the impetus for Nigeria's future industrial growth. 
AID financed a feasibility study to establish Industrial Development 
Centers in each of the three regions of Nigeria where local business- 
men will receive training in production and management techniques, 
as well as in sound business principles Regional governments in 
Northern and Eastern Nigeria provided buildings, equipment, and 
some funds and the International Labor Organization provided a 
shoe and leather technician. The Ford Foundation is helping to 
develop a small loan credit program to be administered in cooperation 
with the Industrial Development Centers, the funds for which are 
being locally raised. 

' The growing African interest in attracting U.S. private invest- 
ment is evidenced by the increase in Investment Guaranty agreements 
between the United States and African nations. Five African coun- 
tries—the Malagasy Republic, Tanganyika, the Somali Republic, 
Mali, and Kenya—signed bilateral agreements with the United States 
in fiscal year 1964, bringing to 23 the number of African countries now 
covered by the program. 


Technical Cooperation Grants in Africa 
Fiscal Year 1964 
[In thousands] 


Technical Technical 
Field of Activity coopera- Field of Activity coopera- 
tion grants tion grants 
Food and agriculture. ..... $18, 681 || Community development 
Industry and mining..... 3, 076 and social welfare. ..... $1, 363 
Transportation. ......... 4, 016 || Housing. ..............- 231 
DADO our de 56 || General and miscel- 
Health and sanitation.... 4, 414 laneous. ...........-.- 6, 381 
Education...---.-....... 18, 762 || Technical support... ..... 8, 710 
Public safety ............ 2, 744 
Public administration... . 4, 947 Total. toner z $74, 281 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964 


AFRICA 


Borrower—Amount— Terms 


CONGO (Brazzaville) 
Republic of the Congo: $2,700,000 


repayable in U.S. dollars in 40 
years, including a 10-year grace 
period; interest at % percent 
during grace period and 2 per- 
cent thereafter. 


EAST AFRICA 
University of East 


Africa: 
$1,500,000 repayable in U.S. 
dollars in 40 years, including a 
10-year grace period; interest at 
% percent during grace period 
and 2 percent thereafter. 


ETHIOPIA 


Imperial Ethiopian Government: 
$700,000 repayable in U.S. 
dollars in 40 years, including a 
10-year grace period, with in- 
terest at % percent during the 
grace period and 2 percent 
thereafter. 


IVORY COAST 


Banque Ivoirienne de Developpe- 
ment Industriel: $5,000,000 re- 
payable by the borrower to the 
Ivory Coast Government in 


To finance the foreign exchange 
costs of procuring U.S. road 
maintenance equipment and 
the services of road mainte- 
nance equipment specialists. 


To assist in financing the U.S. 


foreign exchange and local costs 
of construction at Dar es 
Salaam, Tanganyika, of a Hall 
of Residence, and Administra- 
tion Building, Cafeteria and 
Staff Housing for the Univer- 
sity College and Institute of 
Public Administration. The 
project is to provide the neces- 
sary facilities to accommodate 
the projected student enroll- 
ment for the term starting 
July 1965. 


To finance the foreign exchange 


costs of procuring bridges and 
related services in the United 
States. By providing bridging 
across rivers and streams the 
accessibility of isolated but 
very fertile agricultural regions 
and facilitate the marketing of 
agricultural produce. 


To assist in financing the U.S. 


foreign exchange and local 
costs of procuring equipment, 
material and services required 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


AFRICA —Continued 


Borrower—Amount— Terms 


IVORY COAST—Continued 


local currency in 20 years, in- 


The bank 


under sub-loans. 


cluding a five-year grace period, 
with interest at 4 percent; re- 
payable by the Ivory Coast 
Government to AID in US. 
dollars in 40 years, including & 
10-year grace period, with in- 
terest at % percent during the 
grace period and 2 percent 
thereafter. 


will seek to promote private in- 
dustrial development including 
sma]! Ivorian enterprises. 


LIBERIA 


Liberian Public Utilities Author- | To assist in financing the U.S. 


ity: $7,000,000 repayable by 
the borrower to the Liberian 
Government in local currency in 
30 years, including a five-year 
grace period, with interest at 
3% percent, repayable by the 
Liberian Government to AID 
in U.S. dollars in 40 years, in- 
cluding a 10-year grace period, 
with interest at % percent dur- 
ing the grace period and 2 per- 
cent thereafter. 


Republic of Liberia: $350,000 
repayable in U.S. dollars in 40 
years, including a 10-year grace 
period, with interest at % per- 
cent during the grace period and 
2 percent thereafter. 
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foreign exchange and local costs 
of goods and services required 
for the construction and equip- 
ping of an expanded water sys- 
tem for Monrovia and its 
environs. The project is part 
of AID assistance to develop 
basic infrastructure and in- 
stitutions conducive to indus- 
trial and commercial growth, 
and to improve health and 
sanitary conditions in Mon- 
rovia. 


To assist in financing the U.S. 


foreign exchange and local costs 
of goods and services for the 
construction of an elementary 
school in Monrovia. The proj- 
ect is part of an effort to 
develop the Monrovia School 
System and to improve the 
educational structure of Li- 
beria. 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


: AFRICA—Continued 


Borrower—Amount—Terms 


MALI 


Republic of Mali: $1,100,000 re- 
payable in U.S. dollars in 40 
years, including a 10-year grace 
period, with interest at X per- 
cent during the grace period and 
2 percent thereafter. 


MOROCCO 
Kingdom of Morocco: $2,300,000 


repayable in U.S. dollars in 40 
years, including a 10-year grace 
period, with interest at % per- 
cent during the grace period and 
2 percent thereafter. 


NIGER 


Republic of Niger: $1,800,000 re- 
payable in U.S. dollars in 40 
years, including a 10-year grace 
period, with interest at % per- 
cent during the grace period and 
2 percent thereafter. 


To assist in financing U.S. foreign 


exchange and local costs of 
goods and services required for 
the construction and equipping 
of the Central Veterinary Lab- 
oratory. Existing facilities are 
inadequate to meet Mali's pres- 
ent and estimated animal vac- 
cine requirements; installation 
of modern laboratory facilities 
will assist in exploiting effec- 
tively Mali's large livestock 
resources. 


To finance U.S. foreign exchange 


costs and to assist in financing 
local costs of procurement of 
goods &nd services essential to 
the conversion of the former 
U.S. Air Force Base at Nouas- 
seur to an international civil 
airport. This international air- 
port will replace airport facili- 
ties at Casablanca which cannot 
handle long-range jet aircraft. 


To assist in financing U.S. foreign 


exchange costs and local costs 
for the procurement of ma- 
terials and services required for 
the construction of a bridge 
across the Niger River at 
Niamey, the capital city. The 
construction of a bridge will 
encourage development of the 
area on the west bank of the 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


AFRICA —Continued : 


Borrower—Amount— Terms 


NIGER — Continued 


NIGERIA 


Niger Dams Authority: $14,000,- 
000 repayable by the borrower 
to the Nigerian Government in 
local currency in 35 years, in- 
cluding a five-year grace period, 
with interest at 5% percent; re- 
payable by the Nigerian Gov- 
ernment to AID in U.S. dollars 
in 40 years, including a 10-year 
grace period, with interest at % 
percent during the grace period 
and 2 percent thereafter. 


Federal Republic of Nigeria: 
$8,000,000 repayable in U.S. 
dollars in 40 years, including a 
10-year grace period, with inter- 
est at % percent. 


Federal Republic of Nigeria: 
$3,800,000 repayable in U.S. 


dollars in 40 years, including a 
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Purpose 


Niger River by providing an 
easily accessible mode of cross- 
ing the river at all times. 


To assist in financing 50 percent 


of the cost of U.S. procurement 
under the prime civil works 
contract for the construction 
of a dam at Kainji on the Niger 
River with power plant and 
navigation locks. The project 
also involves transmission lines 
and substations, downstream 
navigation locks and improve- 
ments, reservoir resettlement, 
road relocations, and other 
minor works. 


To assist in financing the U.S. 


foreign exchange and local 
costs of procurement of ma- 
terials and services required 
for construction and improve- 
ment of road transportatjon 
facilities between Calabar and 
Ikom. The present transpor- 
tation links connecting the port 
of Calabar and the eastern part 
of Nigeria are inadequate for 
present and projected traffic 
demands. By providing an 
all weather transportation ar- 
tery, the project will facilitate 
development of agriculture, 
forestry and commerce. 


To assist in financing the U.S. 


foreign exchange and local costs 
of constructing and equipping 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964—Continued 


AFRICA —Continued 


Borrower—Ainount— Terms 


NIGERIA—Continued 


10-year grace period, with in- 
terest at % percent during the 
grace period and 2 percent 
thereafter. | 


Federal Republic of Nigeria: 


$3,200,000 repayable in U.S. 
dollars in 40 years, including a 
10-year grace period, with in- 
terest at % percent during the 
grace period and 2 percent 
thereafter. | 


Federal Republic of Nigeria: 
$1,800,000 repayable in U.S. 
dollars in 40 years, including a 
10-year grace period, with in- 
terest at % percent during the 
grace period and 2 percent 
thereafter. 
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primary teacher training col- 
lege facilities throughout 


Northern Nigeria. Expansion 
of the facilities will be accom- 
plished by initially expanding 
35 existing schools and by con- 
structing and equipping four 
new schools. The expansion 
of teacher training facilities 
is required to meet Northern 
Nigeria’s goal of accommo- 
dating 25 percent of the eligible 
age group in adequate primary 
schools by 1970-71. 


To finance the U.S. foreign ex- 


change costs of engineering 
services required for the ex- 
ecution of the Nigeria Five 
Year Telecommunications 
Plan. The project consists of 
the preparation of bid docu- 
ments, evaluation of bids re- 
ceived, surveillance (i.e., super- 
visory engineering) and sys- 
tems check out and the services 
of a U.S. engineer to act as an 
advisor to the Nigerian Gov- 
ernment’s Ministry of Com- 
inunications. 


To assist in financing U.S. foreign 


exchange costs and the local 
costs for procurement of ma- 
terials and services required 
for the expansion of the Port 
Harcourt Comprehensive 
Secondary School in Eastern 
Nigeria. The school was origi- 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964—Continued 


AFRICA-—Continued 


Borrower—Amount— Terms 


NIGERIA—Continued 


SENEGAL 


Purpose 


nally established as a small 
secondary technical school; by 
late 1962 it was decided to 
expand the school to meet the 
growing needs of Port Harcourt 
and the surrounding area. 


Republic of Senegal: $1,300,000 | To assist in financing the U.S. 


repayable in U.S. dollars in 40 
years, including a 10-year grace 
period, with interest at X per- 
cent during the grace period and 
2 percent thereafter. 


TANGANYIKA! 


foreign exchange and local costs 
of constructing five regional 
vocational schools. The estab- 
lishment of the vocational 
school system by Senegal is 
aimed at providing a practical 
education for students in vo- 
cational fields. 


Government of Tanganyika: | To finance foreign exchange costs 


$1,900,000 repayable in U.S. 
dollars in 40 years, including a 
10-year grace period, with inter- 
est of % percent during the grace 
period and 2 percent thereafter. 


and assist in financing local 
costs of improvement of 60 
miles of the existing road be- 
tween the town of Bunda and 
the port of Nansio to provide 
for all-weather travel. This 
road runs through the Lake 
Victoria region, one of the most 
important agricultural areas in 
Tanganyika. 


Government of Tanganyika: | To provide assistance to the 


$1,000,000 repayable in U.S. 
dollars in 40 years, including a 
10-year grace period, with inter- 
est at % percent. 


1 Now the United Republic of Tanzania. 
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Tanganyika Development Plan 
by financing U.S. imports with 
equivalent local currency gen- 
erations to be used for ap- 
proved projects within the Plan. 
The United States wishes to 
assist Tanganyika in generat- 


Government of 


Government of 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


AFRICA —Continued 


Borrower—Amount— Terms 


TANGANYIKA—Continued 


Tanganyika: 
$850,000 repayable in U.S dol- 
lars in 40 years, including a 10- 
year grace period, with interest 
at % percent during the grace 
period and 2 percent thereafter. 


Tanganyika: 
$140,000 repayable in U.S. dol- 
lars in 40 years, including a 10- 
year grace period, with interest 
at % percent during the grace 
period and 2 percent thereafter. 


TUNISIA 
Government of Tunisia: $10,000,- 


000 repayable in U.S. dollars in 
40 years, including a 10-year 
grace period, with interest at 3, 
percent during the grace period 
and 2 percent thereafter. 


Purpose 


ing the additional local cur- 
rency required to meet the 
goals of the Plan, as a part of 
its over-all commitment to pro- 
vide up to $10 million in 
support of the Plan. 


To assist in financing the foreign 


exchange costs to procure me- 
talic pipe and pipe arch cul- 
verting and related services in 
the United States. Installa- 
tion of the culverting will 
improve 1,800 miles of ex- 
isting feeder roads and reduce 
maintenance costs. The im- 
provement of these feeder roads 
for all-weather travel is an im- 
portant means of expanding 
the marketing of agricultural 
produce. 


To finance U.S. foreign exchange 


costs of materials and equipment 
for the electrification of the 
town of Shinyanga. The town 
is on a rail line and in the 
midst of an excellent agricul- 
tural area where living stand- 
ards are rising. This is an 
umendment to a $300,000 FY 
1963 loan for the electrification 
of three other towns. 


To provide foreign exchange sup- 


port of Tunisia's Three Year 
Plan by financing imports re- 
quired in FY 1964. Tunisia’s 
need for program assistance 
arises primarily from the in- 
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NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964— Continued 


AFRICA—Continued 


Borrower—Amount—Terms 


TUNISIA—Continued 


Societe Tunisienne de l'Electricite 
et du Gaz (STEG), a company 
wholly owned by the Tunisian 
Government: $7,400,000 repay- 
able by the borrower to the Tu- 
nisian Government in local cur- 
rency in 25 years, including a 
five-year grace period, with in- 
terest at 44 percent, repayable 
by the Tunisian Government to 
AID in U.S dollars in 40 years, 
including a 10-year grace period, 
with interest at % percent dur- 
ing the grace period and 2 per- 
cent thereafter. 

Government of Tunisia: $2,000,- 
000 repayable in U.S. dollars 
in 40 years, including a 10-year 
grace period, with interest at 
% percent during the grace 
period and 2 percent thereafter. 


Societe Nationale Tunisienne de 
Cellulose (SNTC), a company 
owned by the Tunisian Govern- 
ment: $800,000 repayable in 
U.S. dollars in 17 years from 
the first disbursement date of 
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Purpose 


ability of its export earnings to 
cover tle nonequipment im- 
ports required to support its 
intensive development effort. 


To finance the foreign exchange 


costs for the procurement in 
the U.S. of materials and 
equipment required to expand 
and improve the existing Tuni- 
sian electrical distribution sys- 
tem. 


To assist in financing the foreign 


exchange costs for the procure- 
ment in the United States of 
materials and services to con- 
struct and equip the Chott 
Maria Agricultural School at 
Sousse. Since agriculture is 
the backbone of the Tunisian 
economy, expansion in the 
field of education is required 
to increase agricultural pro- 
ductivity for a more substantial 
contribution to the GNP. 


To amend $6,250,000 fiscal year 


1959 loan to assist in financing 
the foreign exchange costs of 
the technical management and 
training contract for the SNTC 
bleached esparto pulp mill. 


NEW DEVELOPMENT LOAN AUTHORIZATIONS 
IN FISCAL YEAR 1964—Continued 


AFRICA-—Continued 


Borrower—Amount—Terms 


TUNISIA—Continued 


the original loan, with interest 
at 5% percent. 


UGANDA 


Government of Uganda: $400,000 
repayable in U.S. dollars in 40 
years, including a 10-year grace 
period, with interest at % per- 
cent during the grace period and 
2 percent thereafter. 


Purpose 


To assist in financing U.S. foreign 


exchange costs and local costs 
of procuring materials and 
services required for the ex- 
pansion of Kyambogo Teacher 
Training College. The project 
supports the Uganda Develop- 
ment Plan goal of a rapid 
increase in secondary school 
graduates. 
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AID ADVISORY COMMITTEES 


ADVISORY COMMITTEE ON ECONOMIC DEVELOPMENT 


Advises the Administrator and senior staff in the fields of re- 
search, evaluation, and planning assistance, and provides a channel 
of communication between the Agency and professional communities 
involved with development. 


Vincent Barnett, President, Colgate University. 

Emile Despres, Director, Research Center in Economic Growth, 
Stanford University. 

Allan R. Holmberg, Professor of Anthropology, Cornell University. 

Edward S. Mason, Professor of Economics, Harvard University. 

Max Millikan, Director, Center for International Studies, Massachu- 
setts Institute of Technology. 

Lucian W. Pye, Professor of Political Science, Center for Interna- 
tional Studies, Massachusetts Institute of Technology. 

Theodore W. Schultz, Professor of Economics, University of Chicago. 


ADVISORY COMMITTEE ON HOUSING AND URBAN 
DEVELOPMENT 


Provides advice and guidance in the administration of its respon- 
sibility in making investment guaranties for housing projects in 
accordance with sections 221 and 224 of the Foreign Assistance Act 
of 1962 and general guidance in the development and administration 
of the Agency's program of housing and urban development. 


Charles Abrams, Housing Consultant to the United Nations. 

Alexander Bookstaver, Economic Advisor for AFL-CIO. 

W. Evans Buchanan, Past President, National Association of Home- 
Builders. 

Neal Hardy, Consultant to Ford Foundation on housing and urban 
development. 

Raymond P. Harold, President and Chairman of the Board, Worcester 
Savings & Loan Association. 

Nathaniel S. Keith, President, National Housing Conference. 

Lloyd Rodwin, Massachusetts Institute of Technology. 

Frank M. Summers, Attorney. 

Arthur Tonsmeire, Jr., President, First Federal Savings & Loan 
Association, Mobile, Ala. 
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Benjamin Turner, Attorney and homebuilder. 

Charles Wellman, President, First Charter Financial Corp., Beverly 
Hills, Calif. 

William L. C. Wheaton, Professor, University of California, Berkeley. 


ADVISORY COMITTEE ON PRIVATE ENTERPRISE IN 
FOREIGN AID 


To review existing pregrams for encouraging private investment 
and study new proposals for guaranties, for additional means of pro- 
tecting investments, and for new patterns of business-government 
cooperation. 


Arthur K. Watson, President, IBM World Trade Corporation. 

Ernest C. Arbuckle, Dean, Graduate School of Business, Stanford 
University. 

Joseph A. Beirne, President, Communications Workers of America. 

William T. Golden, Chairman of Trustees, System Development 
Corp. 

Henry T. Heald, President, The Ford Foundation. 

Kenneth D. Naden, Executive Vice President, National Council of 
Farmer Cooperatives. 

Edith Sampson, Associate Judge, Circuit Court of Cook County. 

Sydney Stein, Jr., Stein, Roe and Farnham. 

Murray A. Wilson, Past President, National Society of Professional 
Engineers. 


ADVISORY COMMITTEE ON VOLUNTARY FOREIGN AID 


Established as successor to the War Relief Control Board in 
1946 by the President to correlate Government aid programs with 
those of voluntary aid agencies. Registers U.S. voluntary, nonprofit 
agencies for foreign aid activities and approves their programs; 
certifies to their eligibility to participate in the overseas freight sub- 
sidy program for the shipment of their own donated supplies or 
relief, rehabilitation and technical assistance abroad as well as to 
participate in the food distribution program under Public Law 480. 


Charles P. Taft, Lawyer, chairman. 

William L. Batt, retired. 

Gordon M. Cairns, Dean, College of Agriculture, University of 
Maryland. 

Ugo Carusi, retired. 

Margaret Hickey, Contributing Editor, Ladies’ Home Journal. 

Adelaide C. Hill, Institute of African Studies, Boston University. 

Raymond F. McCoy, Dean, Graduate School, Xavier University. 

James T. Nicholson, retired. 
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J. Edgar Rhoads, President, J. E. Rhoads & Son, Wilmington. 
Lessing J. Rosenwald, Chairman, Rosenwald Fund. 
Elmore R. Torn, Trans-Continental Gas Pipeline Corp. 


AID ADVISORY COMMITTEE ON RESEARCH 


Established in December 1962 to advise on the development and 
administration of sound policies and programs in research on the prob- 
lems of the developing countries. Advises on the mobilization and 
direction of the attention of research groups and institutions upon 
Agency-oriented problems in this area. 


Walsh McDermott, Cornell University, Chairman. 

Harrison Scott Brown, California Institute of Technology. 

Robert W. Cairns, Hercules Powder Co. 

Robert Alan Charpie, Union Carbide Co. 

Merle Fainsod, Harvard University. 

Allan R. Holmberg, Cornell University. 

Max Millikan, Center for International Studies, Massachusetts Insti- 
tute of Technology. 

A. H. Moseman, Rockefeller Foundation. 

Arthur T. Mosher, Council on Economic and Cultural A ffairs, Inc. 

Kenneth H. Parsons, University of Wisconsin. 

Roger Revelle, University of California. 

Eugene B. Skolnikoff, Massachusetts Institute of Technology. 

Abel Wolman, Johns Hopkins University. 

Jerrold R. Zacharias, Massachusetts Institute of Technology. 


COMMITTEE TO STRENGTHEN THE SECURITY OF 
THE FREE WORLD 


This committee was created by the President of the United States 
on December 10, 1962, to examine U.S. military and economic assist- 
ance programs to determine whether their scope and distribution was 
contributing to the optimum security of the United States and the 
economic and political stability in the free world. The Committee 
reported its findings on March 20, 1963. 


Gen. Lucius D. Clay, Chairman, U.S. Army (retired), Lehman Bros. 
Robert B. Anderson, former Secretary of Treasury. 
Eugene R. Black, Chase Manhattan Bank. 
Clifford Hardin, Chancellor, University of Nebraska. 
Robert A. Lovett (retired), former Secretary of Defense. 
Edward S. Mason, Professor of Economics, Center for International 
Affairs, Harvard University. 
L. F. McCollum, President, Continental Oil Co. 
George Meany, President, AFL-CIO. 
Herman Phleger, Brobeck, Phleger & Harrison. 
Howard A. Rusk, M.D., Institute of Rehabilitation. 
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COOPERATIVE ADVISORY COMMITTEE 


Agricultural and cooperative specialists bringing to bear the 
knowledge, resources, and experience of non-Government organiza- 
tions on the Agency's development program. 


Homer L. Brinkley, Executive Vice President of National Council 
of Farmer Cooperatives. 

Clyde T. Ellis, General Manager, National Rura] Electric Cooperative 
Association. 

Gerrit Vander Ende, President, National League of Insured Savings 
Associations. 

Leon Keyserling, Economic Consultant. 

Murray D. Lincoln, President, Cooperative League of the U.S.A. 

R. C. Morgan, President, Credit Union National Association. 

Herschel D. Newsom, Master, National Grange. 

James G. Patton, President, National Farmers Union. 

Walter Reuther, President, United Auto Workers. 

Sylvester C. Smith, Jr., President, American Bar Association. 

Charles B. Shuman, President, American Farm Bureau Federation. 

Bishop Edward E. Swanstrom, Honorary Chairman, Executive Com- 
mittee of the American Council of Voluntary Agencies for For- 
eign Service. 

M. W. Thatcher, President, National Federation of Grain Coopera- 
tives. 

DEVELOPMENT LOAN COMMITTEE 


The Committee, under the direction of the Administrator, estab- 
lishes policies, standards and criteria for lending operations. 


David E. Bell, AID Administrator. 

John C. Bullitt, Assistant Secretary of the Treasury. 

G. Griffith Johnson, Assistant Secretary of State for Economic 
Affairs. 

Harold F. Linder, Chairman of the Board of Directors of the Export- 
Import Bank of Washington. 

Seymour M. Peyser, Assistant Administrator, Office of Development 
Finance and Private Enterprise, AID. 


THE INTERAGENCY POLICE GROUP 


Assists Administrator in the coordination and vigorous leadership 
of U.S. police assistance programs. | 
Byron Engle, Director, Office of Public Safety, AID (Chairman). 
Courtney A. Evans, Assistant Director in Charge of Special Investi- 


gations Division, Federal Bureau of Investigation, Department 
of Justice. 
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Abe 


Arnold Sagalyn, Director, Law Enforcement Coordination, Treasury 
Department. 

Abe J. Moses, Officer in Charge, Internal Defense Policy, Politico- 
Military À ffairs, Department of State. 

Maj. Gen. Ralph Butchers, Provost Marshal of the U.S. Army. 


LABOR ADVISORY COMITTEE ON FOREIGN 
ASSISTANCE 


To advise and assist AID in its labor programs, policies and 
problems. 


George Meany, President, AFL-CIO, Chairman. 

Joseph A. Beirne, President, Communications Workers of America. 

David Dubinsky, President, International Ladies Garment Workers 
Union. 

John J. Grogan, President, Industria] Union of Marine and Ship- 
building Workers of America. 

George M. Harrison, AFL-CIO, Vice President. 

Albert J. Hayes, President, International Association of Machinists 
and Aerospace Workers. 

Joseph D. Keenan, Secretary, International Brotherhood of Electrical 
Workers. 

Joseph Kennedy, International Representative, United Mine Workers 
of America. 

O. A. Knight, President, Oil, Chemical and Atomic Workers Inter- 
national Union. 

Ernest S. Lee, Assistant Director, Department of International Af- 
fairs, AFL-CIO. 

Jay Lovestone, Director, Department of International Affairs, AFL- 
CIO. 

David J. McDonald, President, United Steelworkers of America. 

Andrew C. McLellan, Inter-American Representative, AFL-CIO. 

Lee W. Minton, President, Glass Bottle Blowers’ Association of the 
United States and Canada. 

A. Philip Randolph, President, Brotherhood of Sleeping Car Porters. 

Serafino Romualdi, Executive Director, American Institute for Free 
Labor Development. 

Walter P. Reuther, President, United Auto Workers. 

Emil Rieve, Chairman of the Executive Council, Textile Workers 
Union of America. 

James A. Suffridge, President, Retail Clerks International Associ- 
ation. 


SUBCOMMITTEE ON AID MATTERS OF THE FOREIGN 
EXCHANGE COMMITTEE OF NEW YORK BANKS 


Advises in the development of aid financing procedures and 
the drafting of regulations and their amendments. 


Edward G. Grimm, Vice President, Bankers Trust Co., Chairman. 

Arthur Bardenhagen, Assistant Vice President, Irving Trust Co. 

Milton S. Coe, Assistant Vice President, The Chase Manhattan Bank. 

Arthur C. Krymer, Vice President, Chemical Bank New York Trust 
Co. 

Anthony L. Leone, Assistant Vice President, First National City 
Dank. 

Harold T. McGrath, Assistant Secretary, Manufacturers Hanover 
Trust Co. 

William E. McGraw, Assistant Vice President, Morgan Guaranty 
Trust Company of New York. 

Henry Reuter, Assistant Vice President, The Marine Midland Trust 
Company of New York. 
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Errata Sheet 


THE FOREIGN ASSISTANCE PROGRAM—ANNUAL 
REPORT TO THE CONGRESS, FISCAL YEAR 1965 


Page 12 "II. Aid Economic Program Summary” 

First paragraph should read: 

“Each of the major categories of assistance was concentrated in a 
different region, reflecting the particular need and conditions of that 
region. The largest share of Development Loans was committed to 
the Near East South Asia; Technical Cooperation had its heaviest 
concentration in Africa; Supporting Assistance was heaviest in the 
Far East in response to the continuing need for assistance in counter- 
ing Communist subversion and aggression ; and Latin America received 
the largest share of Contingency Funds. Latin America also ranked 
second in Development Loans and Technical Cooperation.” 

Page 26 “Near East and South Asia” 

First paragraph should read: 

“During fiscal year 1965, twelve countries in the Near East and 
South Asia area of the world received Military Assistance. These 
countries were allocated $302.5 million in military grant aid. Of this 
amount, 98 percent was allocated to programs for Greece, Turkey, 
Tran, Pakistan and India. The remaining 2 percent was allocated to 
programs for Afghanistan, Iraq, Jordan, Nepal, Lebanon, Saudi 
Arabia, and Syria.” 
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wer STATES PRESIDENT'S LETTER OF TRANSMITTAL 


To the Congress of the United States: 

The Annual Report on the Foreign Assistance Program of the 
United States for fiscal year 1965, which I here transmit, shows 
what Americans have done during the past twelve monthe to help 
other people help themselves. 

The record of these months offers new testimony to our continuing 
conviction that our own peace and prosperity here at home depends 
on continued progress toward a better life for people everywhere. 

In pursuit of that goal, we have, during this past year, placed 
new emphasis on the basic problem of securing more food for the 
world's population. 

We have agreed to extend technical assistance to countries asking 
for help on population programs. At the same time, our overseas 
missions have been directed to give priority to projects for achieving 
better agriculture. Additional resources of our great universities 
have been applied to rural development efforts abroad, and we have 
moved to increase the nutritional value of food shipped overseas for 
children. 

During these past twelve months we have also: 

e Begun to make education a more vital part of our assistance to 
other nations. Today, 70 American universities are engaged in the 
development of 39 Asian, African and Latin American countries 
through this program. 

e Given our full support to development of a new life for the people 
of Southeast Asia through a regional development program—a true 
and hopeful alternative to profitless aggression. We have made 
progress toward the establishment of an Asian Development Bank, 
and accelerated plans for development of the critical Mekong River 
Basin. 

The twelve months covered by this report also reflect our progress 
toward making our aid programs both more realistic, and more effi- 
cient. For example: 

e Foreign assistance has become a smaller factor in our balance of 
payments. In fiscal year 1965, more than 80 cents of every AID 
dollar was spent for the purchase of American goods and services. 
American products and skills went overseas as aid; most of the dollars 
which paid for them stayed in this country. 

e Foreign aid has become a smaller burden on our resources. 
The $3.5 billion committed for military and economic assistance in 
fiscal year 1965 represented 3.5 percent of the Federal budget and one- 
half of one percent of the U.S. gross national product. 

At the height of the Marshall Plan, in comparison, foreign aid ' 
accounted for more than 11 percent of the Federal budget and nearly 
2 percent of our gross national product. 


Perhaps the most important single change in our AID programs 
has been the shift from simply helping other countries stay afloat to 
helping them become self-supporting, so that our assistance will no 
longer be needed. 

Three-fourths of our AID program in fiscal year 1965 was devoted 
to development assistance: programs of technical and capital assist- 
ance in agriculture, industry, health and education that strengthen 
the ability of other nations to use their own resources. 

Finally, private participation in AID programs is at an all-time 
high. Through contracts with American universities, business firms, 
labor unions, cooperatives, and other private groups, AID has sharply 
increased the involvement of non-governmental resources in inter- 
national development. 

T wo of every five AID-financed technicians in the field today are 
not Federal employees, but experts from private American institutions. 

There is much in the less-developed world that causes us deep 
concern today: enmity between neighbor nations that threatens the 
hard-won gains of years of development effort; reluctance to move 
rapidly on needed internal reforms; political unrest that delays con- 
structive programs to help the people; an uncertain race between food 
supplies and population. 

We are right to be concerned for the present. But we are also 
right to be hopeful for the future. In this report are recorded some of 
the solid, human achievements on which our future hopes are based. 

Whether it provides strength for threatened peoples like those in 
Southeast Asia, or support for the self-help of millions on the move 
in Latin America, in Africa, in the Near East and South Asia, our 
foreign assistance program remains an investment of critical and 
promising importance to our own national future. 


LYNpoN B. JOHNSON 
JANUARY 1966 
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I. INTRODUCTION 


The United States committed a total of $3,503 million for mutual 
defense and development programs under the Foreign Assistance Act 
in fiscal year 1965. 

Nearly two-thirds of this total, $2,178 million, was committed 
for economic assistance programs administered by the Agency for 
International Development. A total of 77 countries received some 
assistance during the year, with 25 of these accounting for 90 percent 
of direct AID assistance. 

Commitments for Military Assistance, administered by the 
Department of Defense, totaled $1,325 million in fiscal year 1965. 
Increased Communist pressure on South Vietnam and its free world 
neighbors resulted in the allocation of substantially increased amounts 
of aid to that area. 

Foreign Assistance Act commitments were the lowest since fiscal 
year 1961. "The $3.5 billion total represented about 3.5 percent of the 
Federal budget and one-half of one percent of the U.S. gross national 
product ($650 billion). 


ECONOMIC ASSISTANCE 


Under the Agency for International Development, U.S. economic 
programs continued to emphasize assistance for long-term development 
in the form of Development Loans and Technical Cooperation grants. 

Events in Southeast Asia and the Dominican Republic required 
a higher level of Supporting Assistance funds for security purposes 
than originally planned for fiscal year 1965. Despite this, AID pro- 
vided more than three times as much development assistance as 
Supporting Assistance during the year. As recently as fiscal year 
1961, this ratio was nearly one to one. 

During fiscal year 1965 total AID commitments for economic 
assistance were as follows: 


Millions 
Regional Programs. .........................- $1, 895. 8 
Development Loans. ........... $1, 162. 5 
Technical Cooperation.......... 248. 4 
Supporting Assistance. ........- 437.4 
Contingency Fund............. 47.4 
Non-Regional Programs...._------------------ 72 
(Development Loans, Technical Cooperation 
Grants, Supporting Assistance and Contin- 
gency Fund Commitments) 
Contributions to International Organizations. ..- 134 
Administrative Expenses, AID and Department 
Of State .3 225535205. eee Gace essere ssecss 58 
American Schools and Hospitals Abroad- - ------ 18 


CONCENTRATION OF AID ECONOMIC ASSISTANCE 


AID assistance has, during the past several years, been in- 
creasingly concentrated in a relatively few countries. During fiscal 
year 1965 nearly 90 percent of AID's direct economic assistance went 
to just 25 countries. 

Four countries—Jordan, Korea, Laos, and Vietnam—received 
nearly 80 percent of all Supporting Assistance. 

Development Assistance (Development Loans and Technical 
Cooperation Grants) is also highly concentrated. Eight countries 
received 71 percent of the development assistance committed during 
fiscal year 1965. 

In presenting its proposed fiscal year 1965 program to the 
Congress in February 1964, AID anticipated that seven countries— 
Chile, Colombia, India, Nigeria, Pakistan, Tunisia and Turkey— 
would account for 67 percent of the proposed Development Loan 
program. In fact, the degree of concentration was even higher. 

The major stabilization, reform, and development effort under- 
taken by the new government of Brazil during fiscal year 1965 also 
qualified this country for major development support. On the other 
hand, in accordance with the Agency's policy of regular reviews of 
performance, no new loans were provided to Colombia during fiscal 
year 1965 pending further study of the country's program for meeting 
its stabilization and development objectives. 

In 1965, seven countries—those listed above, excluding Colombia 
but including Brazil—accounted for 80 percent of total loan authoriza- 
tions. 


PROGRESS TOWARD SELF-SUPPORT 


AID economic assistance is designed so far as possible to help 
other countries achieve self-supporting growth and an end to the need 
for extraordinary assistance from outside. AID programs are ended 
as soon as this point has been reached, or as rapidly as other appro- 
priate sources of assistance can be found. 

In this manner, twenty-six AID programs had been brought to an 
end by the close of FY 1965, five of them during the last fiscal year. 
No new AID commitments were made in fiscal year 1965 for Greece, 
Iraq, Syria or Southern Rhodesia. The AID Mission to the Republic 
of China on Taiwan was closed June 30, 1965, bringing to an end one 
of the most successful assistance programs in the less-developed 
world. 

An end to AID assistance does not mean an end to U.S. coopera- 
tion with other countries. Taiwan, for example, will remain eligible 
for other government programs such as long-term loans from the 
Export-Import Bank, Military Assistance, and sales of U.S. surplus 
food under the Agricultural Trade Development and Assistance Act 
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(PL 480). Other mutual cooperation programs will continue in trade 
and investment, cultural and technical interchange, and scholarship 
exchanges such as those under the Fulbright-Hays Act. 

Taiwan is now becoming a donor rather than a recipient of 
international assistance. The Republic of China is already conducting 
important technical assistance programs in agricultural development 
in more than & dozen Asian, African, and Latin American countries. 

Other countries are approaching mM taining growth. As they 
do so, AID hardens the terms on which it provides assistance. AID 
has already hardened the terms of development loans to Iran, Israel, 
and Mexico as these countries approach the point where they can pay 
on more conventional terms for the external aid they require. 


AID AND THE BALANCE OF PAYMENTS 


In recognition of U.S. balance of payments problems, most AID 
assistance has been tied to the purchase of American goods and serv- 
ices. When AID sends American goods and services abroad and 
keeps its dollars here to pay for them, the cost of the AID program 
to the U.S. balance of payments is minimized. 

In fiscal year 1965, over 80 percent of AID dollars was committed 
tor the purchase of American goods and services. On an expenditure 
basis, the direct U.S. share of total AID spending was slightly lower 
because expenditures lag behind obligations and some expenditures 
during the fiscal year reflected earlier commitments When "tying" 
was not as rigid as it is today. 

As recently as fiscal year 1962, offshore expenditures from the 
AID program totaled nearly $1 billion. In 1963, the Agency set out 
to cut offshore payments to $500 million by fiscal 1965. "The target 
has been exceeded: 1965 offshore payments were down to an estimated 
$413 million,' about 20 percent of total AID expenditures. 

During the same period, there were $158 million in foreign 
assistance receipts from abroad— primarily repayments of principal 
and interest on past loans from AID and predecessor agencies. This 


! This calculation is sometimes questioned as an accurate measure of the AID 
“dollar drain" on grounds that it is 1) too high, because of “feedback” or 2) too 
low, because of “substitution” “Feedback” means that a substantial share of 
the AID dollars spent in less-developed countries or contributed to international 
organizations does, in fact, come back to the United States to pay for more 
American goods and services. "Substitution" means that when aid is tied less- 
developed countries may tend to reduce American purchases from their own 
limited dollar earnings. AID studies to date indicate that at current levels of 
aid tving the real effect of the AID program on the U.S. balance of payments 
is approximately the same as the apparent effect cited in the text. 
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repayment flow reduced the net total of payments abroad from foreign 
economic assistance programs to about $255 million for fiscal year 
1965. 

As a result of the policy of tying AID assistance to,the purchase 
of U.S. goods and services, there has been a sharp increase in the 
participation of American business and industry in the AID program. 

The sharpest increase has been in the U.S. manufacturers’ share 
of AID-financed industrial commodities. In 1960, American firms 
supplied only 41 percent of AID-financed commodities— $423 million 
of a $1,040 million commodity total for that year. In fiscal year 
1965, however, 92 percent of AID-financed commodities were supplied 
by U.S. firms, representing a total of $1.2 billion in AID-financed 
export shipments to Asia, Africa and Latin America. 

American shipping lines are paid about $80 million annually to 
carry AID-financed cargoes to their destinations. The Cargo 
Preference Act requires that 50 percent of U.S. foreign assistance 
cargoes be carried in U.S. bottoms, whenever American vessels are 
available. In practice, AID has exceeded this minimum, with 72 
percent of such AID-financed cargoes carried in American flagships 
in fiscal year 1965. No AID funds may be paid to foreign flag 
vessels; therefore, freight charges for cargoes shipped on foreign lines 
are ordinarily paid by the recipient country. 


FOOD PROBLEMS AND POPULATION POLICY 


In recent years, farm output in many countries of Asia, Africa, 
and Latin America has not kept pace with population increases and 
rising food demands. Major AID policy attention has been focused 
on these trends which, if continued, threaten very serious results. | 

At a Washington conference held jointly with American land 
grant college and university leaders and with the U.S. Department 

“of Agriculture in July 1964, the requirements of the developing 
countries for technical assistance and the best means for providing 
that assistance from the United States were discussed. 

In the spring of 1965, AID Mission Directors were instructed to 
give greater priority to agricultural development in preparing their 
country assistance proposals for the coming year. In fiscal year 
1965, AID devoted about 18 percent of Technical Cooperation 
funds directly to agriculture, and roughly 20 percent of its project 
lending to investments in fertilizer production, farm credit, extension 
and the like, which will directly affect agricultural development. 
Nearly 1000 technicans are working abroad on AID-financed projects 
of assistance to agriculture. 

During FY 1965, AID started fortifying non-fat dry milk with 
vitamins A and D before it is sent abroad under PL 480 donation 
programs. AID also decided to proceed with efforts to provide high 
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protein diet supplements for very young children threatened with 
permanent growth retardation due to serious malnutrition. 

Steps were taken to persuade food processors to improve tech- 
nological facilities for the enrichment and fortification of grains for use 
overseas. In addition, American firms are being encouraged to invest 
in food processing ventures in the developing countries to produce 
inexpensive high-protein formulated foods. 

Fiscal year 1965 also saw the formal evolution of AID activities 
in the field of population dynamics. The Agency has long given 
assistance in developing health services and population statistics and 
in training health personnel. AID is now prepared to supply technical 
assistance as well as commodity assistance for such things as vehicles 
or equipment for educational purposes in family planning programs, 
when requested by aid-receiving countries and where the programs 
in question are based on freedom of choice. Local currency projects 
to support national efforts are also being considered. AID will not 
finance contraceptive devices nor the equipment to make them. 

A special unit on population has been established in AID's Office 
of Technical Cooperation and Research and population officers ap- 
pointed in all Regional Bureaus and Missions. The Latin American 
Bureau, in particular, has placed great stress on the development of a 
positive program of assistance to governments to undertake population 
projection and analysis as an integral part of development planning. 
Contracts have been negotiated, under which the Universities of 
California, Notre Dame, Johns Hopkins, and North Carolina are 
developing & capacity to backstop AID population projects by pro- 
viding training, personnel for overseas work, and research. 

In the last months of the fiscal year, survey teams visited India, 
Pakistan, the UAR, and Turkey; central training courses in vital 
statistics, demography, midwifery, and family planning were given; 
and regional meetings of Mission population officers were held in 
Puerto Rico and at Johns Hopkins University in Baltimore. 


PRIVATE ENTERPRISE IN DEVELOPMENT 


AID continued to emphasize the growth of strong private sectors 
in the less-developed countries and the encouragement of American 
private investment in Asia, Africa, and Latin America. 

During fiscal year 1965, AID authorized $91.1 million in dollar 
loans to intermediate credit institutions which have been established 
to mobilize more capital on reasonable terms for private ventures in 
the less-developed countries. Two-thirds—$63 million—was in loans 
for relending in the industrial private sector in Latin America, India, 
and Nepal. The balance went for agricultural credit and cooperatives 
in Latin America. 


At the same time, AID financed the contract services of 165 
American advisors to encourage private sector investment (138 of 
them in Latin America), working on projects including investment 
centers, development banking facilities, country surveys of private 
investment opportunities, industrial districts, and the like. 

AID emphasis on creation of cooperative and thrift institutions 
in the less-developed countries, stimulated by the Humphrey Amend- 
ment in 1962, continued in fiscal year 1965. During the fiscal year, 
there were some 400 AID-financed technicians at work on cooperative 
development, over four times as many asin 1962. In fiscal year 1965 
AID committed $16 million for the support of technical assistance 
in cooperative development, compared with $2.8 million in 1962. 
Heaviest emphasis was in Latin Ámerica, where 235 of the AID- 
financed cooperative experts were working and $10.9 million of the 
funds were committed to support the development of savings and 
loan associations, credit unions, housing, farm credit, handicraft 
marketing, and rural electric cooperatives. 

AID programs to encourage private American investment in the 
less-developed countries continued to expand during fiscal year 1965. 

The number of less-developed countries participating in the AID 
Investment Guaranty program rose to 69, with nine new countnes 
signing bilateral agreements with the United States in the fiscal year. 

During the fiscal year, AID wrote 623 Specific Risk Guaranty 
contracts for $803 million in coverage, compared with 302 contracts 
with a coverage of $597 million the previous year. The total value of 
Investment Guaranty coverage outstanding against risks of inconverti- 
bility, loss due to expropriation, and loss due to war, revolution, or 
insurrection rose to $1.976 billion—a net increase of more than $600 
million over the preceding year, and the largest annual increase in 
coverage since the program began in 1948. 

AID made the equivalent of $52.7 million in Cooley local currency 
loans during fiscal year 1965 either to American firms and their 
affiliates in the less-developed countries or to foreign firms using 
American agricultural products. Nearly $50 million of the total was 
made for ventures in the Near East South Asia region in such fields as 
machine tools, fertilizer production, feed milling, and the manufacture 
of tractor parts. 

American business interest continued high in the Investment 
Survey program, under which AID will share up to half the cost of 
surveying a potential investment in the less-developed countries. 
AID authorized 57 new survey grants during the fiscal year, bringing 
to 146 the number of such grants authorized since the program was 
initiated in fiscal year 1963. Fifty-seven surveys have been completed 
and 15 firms are proceeding with investments that will bring up to 
$30 million in private American capital into Nigeria, Korea, Greece, 
India, Israel, British Honduras, Colombia, Guatemala, and Mexico. 
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During the fiscal year the Advisory Committee on Private 
Enterprise in Foreign Aid, under tlre chairmanship of Arthur K. 
Watson, completed an intensive survey of private participation in 
economic assistance and began preparation of its final report to the 
AID Administrator. 


THE MANAGEMENT OF ASSISTANCE 


During fiscal year 1965, AID continued its drive to do a better 
job with fewer people. Employment dropped 544, from 15,642 at 
the beginning of the year to 15,098 as of June 30, 1965. This was 
accomplished despite a sizeable increase in the Vietnam and Laos 
staffs required to meet the stepped-up AID effort in Southeast Asia. 

The Agency has continued to decentralize operating authority to 
speed program action. Regional Assistant Administrators, for ex- 
ample, were authorized to delegate to country Mission Directors 
authority to negotiate contracts at the field level and to use up to 
$50,000 of Technical Cooperation funds without prior Washington 
approval, to support village self-help projects, youth projects, projects 
in which the Peace Corps is active and similar activities. 

Where the local situation permits, and savings can be achieved, 
AID Missions now have combined administrative units with the U.S. 
Embassy or rely on U.S. Embassy personnel for administrative support 
in place of separate AID administrative staffs. Of a total of 71 AID 
country programs with staff at post, 30 now acquire their adminis- 
trative support through Embassy staffs or consolidated administrative 
service units. 

Automation has been extended to save manpower in processing 
payrolls, Specific Risk Investment Guaranty applications, and, on a 
pilot basis, the routing of communications. 

A cost reduction/cost avoidance program during fiscal year 1965 
produced agency-wide cost reductions estimated at $17.4 million. 
For example, AID's Office of Public Safety developed radio equipment 
for the use of Vietnam police at a cost $868,500 below what would 
have been required to procure comparable commercially-available 
equipment. 

For overall review and advice on the management and direction 
of foreign assistance programs, the President named a General 
Advisory Committee composed of distinguished private citizens and 
chaired by James A. Perkins, President of Cornell University. The 
committee was named March 26, 1965, and directed by the President 
to make its goal “the most effective and most efficient assistance 
programs the United States can possibly devise”. 
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II. AID ECONOMIC PROGRAM 
SUMMARY 


Each of the major categories of assistance was concentrated in a 
different region, reflecting the particular need and conditions of that 
region. The largest share of Development Loans was committed to 
the Near East South Asia; Technical Cooperation had its heaviest 
concentration in Africa; Supporting Assistance was heaviest in the 
Far East in response to the continuing need for assistance in countering 
Communist subversion and aggression; and Latin America received 
the largest share of Supporting Assistance. Latin America also 
ranked second in Development Loans and Technical Cooperation. 


Fiscal Year 1965 Regional AID Commitments 
{Millions of dollars] 


Develop- | Tech- | Sup- |Contin- 
Region ment nical |porting | gency Total 
loans  |cooper-| assist- und 
ation | ance 


— oo um, | AS |S | —— c U U. uuu 


Near East/South Asia. ..... 605.5 | 49.9 | 38.5 |...... 693. 9 
Latin America... ........ 441.5 | 78.6 | 35.7 | 32.3 588.1 
Far East_______________.- 69.4 | 39.2 1326.2 | 15.0 449. 9 
AÍTICA -22222222L 46.1 | 80.7 | 37.0 1 163. 9 

Total... .... o... 1,162. 5 248.4 437.4 | 47.4 | 1, 895.8 


NoTE: Totals may not add due to rounding. 


NEAR EAST/SOUTH ASIA 


As in previous years, the largest share of U.S. economic assistance 
(37 percent of regional commitments) was allocated to the Near East 
South Asia region during fiscal year 1965. Development Loans con- 
stituted 87 percent of all funds committed in the region, and India, 
Pakistan, and Turkey accounted for over 95 percent of total develop- 
ment lending for the region. The major portion of the development 
loan funds committed in these countries was used for program assist- 
ance which financed imports from the United States to support 
comprehensive development programs or particular sectors of the 
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countries’ economies. A large segment of the imports financed under 
program loans provided commodities needed for investment activities 
in the private sector. 

No new AID commitments were made during fiscal year 1965 
for Greece, Iraq, or Syria, reducing the number of aided countries in 
the region from 14 to 11. 

Supporting Assistance, which accounted for half of total assistance 
to the region in 1958, declined for the sixth successive year to $38.5 
million, about five percent of the total AID program in the region. 
Only two countries (Jordan and Yemen) and the Central Treaty 
Organization received Supporting Assistance grants. 

In fiscal year 1965, these were among the results of AID technical 
and capital assistance in the Near East South Asia region: 


More than a half million students enrolled in colleges, universities, 
and vocational, technical, and normal schools receiving assistance 
under the AID program; 


Clearing of 679,000 acres of land for cultivation; 
Distribution of 580,000 tons of fertilizer; 
Irrigation, for the first time, of 521,000 acres; 


More than six billion kilowatt hours of electric power generated 
by 13 new plants constructed with AID assistance. 


By the close of fiscal year 1965, more than 520 million people in 
the region were protected from malaria as a direct result of AID- 
assisted malaria eradication programs. 


LATIN AMERICA 


The Latin Ámerican region accounted for more than 30 percent of 
total AID country assistance commitments during fiscal year 1965, 
reflecting the continued emphasis on Western Hemisphere develop- 
ment begun under the Alliance for Progress. Prior to the Alliance, 
during the 12 years from 1948 to 1960, U.S. aid to Latin America 
&ccounted for only two percent of total economic assistance world- 
wide. 

The continued high level of AID assistance in Latin America is a 
direct response to the progress of the Latin American countries them- 
selves in carrying out the self-help and reform programs pledged under 
the Alliance for Progress. By the close of fiscal year 1965, 10 Latin 
American countries had submitted national development plans to the 
Organization of American States (OAS) Panel of Experts. Fourteen 
countries had instituted land reform programs and most countries had 
undertaken some tax reforms. 
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Three-fourths of the AID program in Latin America was financed 
by dollar-repayable Development Loans. The major programs were 
in Brazil, Chile and in Central America, either directly to the countries 
or through regional organizations whose formation the United States 
has encouraged. 

The $78.6 million technical assistance program in Latin America 
was the second largest world-wide. This included $6.6 million for 
technical assistance in the field of public administration to finance 
such activities as the service of 83 experts from the U.S. Internal 
Revenue Service during fiscal year 1965 to help 16 of the American 
republics improve tax administration and collection. 

During fiscal year 1965, AID committed $35.7 million in Support- 
ing Assistance and $32.3 million of Contingency Funds in Latin 
America—a total of $68 million. Nearly two-thirds of this was al- 
located to the Dominican Republic as emergency support following 
the April uprising. 

These were among the results of AID technical and capital assist- 
ance under the Alliance for Progress by the close of fiscal year 1965: 


300,000 homes for 1% million people; 

25,000 new classrooms; 

Nearly 1,000 water and sewage systems serving more than 13 mil- 
lion people; 

Approximately 9,000 miles of roads built, expanded or im- 
proved; 

10 million school texts distributed ; 

100,000 teachers trained ; 

More than 300,000 agricultural loans extended ; 

88 savings and loan associations and 1,650 credit unions estab- 
lished. 


By the end of the fiscal year, the diets of 13 million Latin American 
children were being supplemented through AID-assisted school lunch 
programs using surplus American food, and more than 100 million 
Latin Americans were protected from malaria through AID-assisted 
eradication programs. 


FAR EAST 


Supporting Assistance continued to account for the largest share 
of AID programs in the Far East. The $326.2 million committed as 
Supporting Assistance in fiscal year 1965 along with $15 million from 
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the Contingency Fund represented three-fourths of the total $450 
million AID program in the region. 

However, development lending in the region doubled over the 
fiscal year 1964 level, as Korea received nearly $50 million in loans for 
design and construction of two private-sector chemical fertilizer 
plants. "These loans highlighted the continuing shift in U.S. aid to 
Korea from support of the Korean economy for security and stability 
to assistance directed to long-term growth and development. 

One-half of total AID funds in the region were allocated to Viet- 
nam to support the civilian economy, provide civilian supplies for the 
counterinsurgency effort, and mount an intensive rural action pro- 
gram to raise farm output, provide health services and education, and 
visibly improve the lot of people at the village level. 

Vietnam accounted for about two-thirds of Supporting Assistance 
Funds in the Far East during the fiscal year. Korea and Laos were 
the region's other major recipients of Supporting Assistance. "These 
three countries accounted for 70 percent of the Supporting Assistance 
Funds committed by AID worldwide in fiscal year 1965. 

Since 1954, AID programs have helped the Vietnamese build and 
stock 12,000 hamlet health stations, construct 4,000 new classrooms, 
train more than 12,000 teachers, and increase output of rice and corn. 
But lasting progress is seriously hampered by Viet Cong terrorism 
and by the ravages of war. 

In April 1965, President Johnson called for an end to Communist 
aggression and the beginning of a major, multi-year international effort 
to develop the Southeast Asia region. He indicated our willingness to 
join in such an undertaking with the benefiting countries, with inter- 
national organizations, and with contributing nations of any political 
system. The President pledged that, subject to Congressional ap- 
proval, the United States would subscribe up to $200 million of the 
one billion dollars total capital for a proposed Asian Development 
Bank and named former World Bank President Eugene Black as his 
special representative in the matter. 

The limited AID program in Indonesia was brought to a virtual 
standstill in fiscal 1965 and no new commitments were anticipated 
for fiscal 1966. 

The AID program in the Republic of China on Taiwan was 
successfully completed June 30, 1965, as the country reached the 
point where it could continue economic growth on its own. Military 
assistance will continue, but AID economic programs are ended and 
surplus food sales to the Republic will be on dollar credit terms in the 
future, rather than for local currency. 
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Only 10 years ago, prospects for growth and stability in Taiwan 
looked dim. Few would have predicted that by 1965, with U.S. 
assistance and their own hard work, the people of Taiwan would 
have achieved & 45 percent rise in gross national product, that in- 
dustrial output would have tripled, or that Taiwan (with its own 
foreign exchange earnings rising above $400 million annually) would 
join other former aid recipients as & sizeable cash customer for U.S. 
commerical exports. One of the most successful land reforms in 
Asia has been effected—80 percent of the farmers now work their 
own land. Malaria has-been wiped out; literacy stands at 90 percent 
with schools for every child today. 

Taiwan today is not rich—per capita income is about $150 per 
year, compared with more than $2,500 in the United States. But 
the country has the trained people, the capital base and the export 
earnings to build on its own from now on, paying conventional rates 
for the capital and the technical assistance it still requires to grow. 

These were among the results of AID assistance in the Far 
East by the close of fiscal year 1965: 


More than 1.7 million children attending primary and secondary 
school in classrooms provided with AID assistance; 


116,000 students enrolled in assisted colleges and universities; 


More than 100,000 teachers trained in AID-assisted colleges and 
normal schools; 


Two million additional acres brought under irrigation; 


Over one million tons of fertilizer distributed during the fiscal 
year; 

Credit for better seeds, fertilizer and land improvements extended 
to 1.7 million farmers. 


By the close of the fiscal year, 115 million people in the region 
were protected from malaria as a direct result of AID-assisted malaria 
eradication programs. 


AFRICA 


Technical Cooperation activities in Africa increased from $74.2 
million in fiscal year 1964 to $80.7 million in fiscal year 1965 and 
accounted for half of the total AID program in the region during the 
latter period. Overall AID commitments in África, however, were 
considerably lower in fiscal year 1965 than in the preceding year 
because of a lower level of development lending. 
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Both absolutely and proportionately, this was the largest tech- 
nical assistance investment in any of the four regions and it reflects 
the urgent need to develop human resources and basic institutions as a 
prerequisite for major capital investment. More than half the Tech- 
nical Cooperation commitments were for technical assistance in educa- 
tion and in agriculture-training teachers, building elementary and 
secondary schools, establishing extension services, and teaching 
modern techniques of farming. 

Supporting Assistance to the region amounted to $37 million, 
23 percent of the total program, continuing the steady decline of this 
kind of assistance to Africa since fiscal year 1961 when over 60 percent 
of the total African program consisted of Supporting Assistance. 

Some AID assistance was provided to 35 African countries during 
fiscal year 1965, but two-thirds of the total went to just seven coun- 
tries— Nigeria, Tunisia, Congo (Léopoldville), Liberia, Guinea, 
Morocco, and Ethiopia. 

The largest programs were in Nigeria and Tunisia, the two African 
countries where AID conducts major programs in support of general 
development. As in previous years, two-thirds of total free world 
assistance to African development was provided by countries other 
than the United States, principally the developed countries of western 
Europe. 

New elements in the fiscal year 1965 program for Africa included 
provision of operating personnel to meet African needs for specific 
kinds of skilled manpower; a new program to encourage joint ventures 
by African and U.S. small businessmen; and an increase in regional 
activities such as an Afro-American purchasing center in the United 
States to help with commodity procurement procedures. 

Of the $46.1 million in development lending to African countries 
during fiscal year 1965, $21.4 million was for improvements in trans- 
portation—seven loans to six countries for projects to build roads into 
rich farm and forest areas and to improve air transport facilities. 
Other loans were for expansion of schools and colleges in Kenya and 
Liberia, and for expanded sewerage systems and a general training 
hospital in Liberia. 

These were among the results by fiscal year 1965 of AID assistance 
programs in Africa: 


More than 2,000 new teachers graduated during the year from 
AID-assisted training institutions; 


Secondary school enrollment in East Africa increased threefold 
since 1961 to 75,000; 


41,000 students enrolled in AID-assisted vocational and technical 
schools; 
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11 million cattle inoculated against rinderpest in four west 
African countries; 


500,000 acres in Northern Nigeria cleared of tsetse flies and opened 
for beef cattle production; 


800,000 pre-school children vaccinated against a measles epidemic 
in six west African countries; 


Expansion of a marketing co-op in Uganda to 400,000 members 
and an increase in the value of crops marketed from $20 million 
in 1962 to over $46 million fiscal year 1965; 


Demonstrations of successful farming techniques to over 300,000 
Sudanese farmers. 
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III. TECHNICAL COOPERATION 


Education, food and agriculture, health and sanitation, and 
publie administration were the fields of greatest emphasis in AID 
technical assistance activities during fiscal year 1965. "These four 
fields accounted for half the Technical Cooperation funds committed 
for regional and country assistance, and half the AID-financed 
technicians at work in development programs. 

The Agency committed $308.5 million in Technical Cooperation 
funds during the fiscal year. The major share, $248.4 million, was 
committed for projects in the four regions with the largest programs in 
Africa ($80.7 million) and Latin America ($78.6 million). The 
balance was used to finance inter-regional and non-regional activities 
such as the AID research program, the advanced training of some 6,000 
foreign technicians in the United States, and payment of ocean freight 
costs for supplies privately donated for the overseas work of registered 
American voluntary agencies. 

One of every five AID-financed technicians at the end of fiscal 
year 1965 was working in the field of education, and 516 of the 1,251 
AID-financed educators were concentrated in Africa. The next 
largest number of technicians were in food and agriculture (985), 
transportation (427), industry and mining (480), public administration 
(329) and health and sanitation (310). 

Nearly one-half of the public administration advisors were 
working in Latin America, helping the American republics undertake 
the improvements in development planning and government adminis- 
tration and the fiscal and tax reforms pledged under the Alliance for 
Progress. 

In South Vietnam at the close of fiscal 1965 there were some 800 
AID-financed personnel including educators, doctors, health workers, 
agriculturists, engineers, police experts and the like, working at the 
grass-roots level (and often under fire) to help the Vietnamese people 
create a better life. This was by far the largest number of AID- 
financed technicians in any country. 


USING PRIVATE RESOURCES 


In 1964, a special task force headed by John W. Gardner, then 
President of the Carnegie Corporation, undertook an intensive review 
of AID-university relationships in planning and carrying out technical 
assistance and research. The subject matter of this review was 
further considered at a Washington conference with American land 
grant college leaders and Department of Agriculture specialists in 
July 1964. Steps were taken in fiscal year 1965 to implement the 
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recommendations in the Gardner Report. These included issuance 
of a new standard university contract, and the appointment of a 
Special Assistant for University Relations in AID’s Office of Technical 
Cooperation and Research. 

By the end of fiscal year 1965, AID’s policy of making maximum 
use of non-governmental resources in providing assistance was 
reflected in many ways. 

More than 40 percent of 5,898 AID-financed technicians who were 
overseas on June 30, 1965, were experts from American universities, 
business firms, labor unions, cooperatives, and non-profit. service 
associations with whom AID contracts for technical assistance. In 
both Africa and Latin America, the two regions where U.S. economic 
assistance is newest or most recently expanded, & majority of the 
American experts carrying out technical assistance projects are 
contract personnel rather than direct-hire AID staff. 

In education, more than 80 percent of the 1,251 AID-financed 
experts at work at the close of 1965 were contract personnel, largely 
from 70 American universities and colleges with whom AID contracts 
to provide technical assistance in 39 countries. 
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IV. DEVELOPMENT LENDING 


Fiscal year 1965 Development Loan commitments, including 
those under the Alliance for Progress, amounted to $1,163 million— 
more than 60 percent of the total funds committed by AID in the 
developing countries. Project loans, totaling &bout $493 million, 
were authorized in 32 countries and the Regional Organization for 
Central America and Panama (ROCAP). Among the 77 project 
loans authorized during fiscal year 1965, twelve loans (totaling $178 
million) were in the field of power; seventeen ($104 million) for various 
industrial projects; and twenty-two ($98 million) in transportation. 
During the period, $47 million was lent directly to private enterprises 
in the developing countries under the “two step" loan procedure,? 
and $91.1 million was lent to intermediate credit institutions for 
relending to private sector enterprises. 

Approximately $100 million of the fiscal year 1965 project loans 
went for investments that directly affect agricultural output: such 
things as fertilizer plants in Korea; the expansion of irrigation in 
Turkey and the Dominican Republic; agricultural research and 
extension in Panama and Nigeria; and the expansion of a supervised 
farm credit program in Mexico. 

Fiscal year 1965 saw the completion of a number of major loan- 
financed projects in AlD-assisted countries. The Eregli Iron and 
Steel Works, Turkey’s biggest industrial venture and the largest 
plant of its kind in the Near East, was formally dedicated May 15. 
The American materials, construction and engineering services 
needed to build the plant, which has a 500,000 metric ton capacity, 
were financed by $129 million in loans made by AID predecessor 
agencies in 1959 and 1961. 

In India, the first of three 140-megawatt units of the Chandrapura 
power plant went into operation in Bihar state, using coal from 
nearby fields and providing more electricity for India's most indus- 
trialized region. A $46 million AID loan financed the purchase of 
American machinery and equipment for the station. In Pakistan, 
the 132-megawatt Korangi power station went into operation, nearly 

2 Most countries receiving AID Development Loans have limited capacity for 
servicing foreign debt, necessitating very soft terms (low interest rates and long 
grace and repayment periods). Extension of such terms to revenue-earning 
enterprises operating on the internal market, however, would be an unwarranted 
subsidy. Accordingly, “normal” hard terms are required which the firm repays 


in local currency to its government, which in turn, repays AID in dollars on 
soft terms. 
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doubling the power supply in the major industrial and port city of 
Karachi. An $18.9 million AID loan financed the American equip- 
ment and the American engineering services needed to build the 
plant. 

The first stage of & pioneer supervised agricultural credit pro- 
gram was successfully completed in Mexico, with the help of a $20 
million AID loan made in 1962. The program is designed to en- 
courage private banks to give medium and long-term credits to 
Mexican farmers. It has opened credit for seeds, fertilizer, and farm 
improvements to small farmers and ranchers heretofore denied it. 
A second loan of $21.5 million was authorized in FY 1965 to expand 
and consolidate this successful program of agricultural credit. 


PROGRAM LENDING 


In contrast to project loans, which finance only those goods and 
services required for specific investments, program loans finance the 
import of & variety of Ámerican goods needed in support of general 
development: such things as steel billets; machine tools and spare 
parts for a country's industry; and fertilizer, pesticides, and tools for 
its farm sector. Program loans make it possible for hundreds of 
small- and medium-sized, privately-owned enterprises in the less- 
developed countries to get American imports they need for new invest- 
ment or for current operations. 

Program loans are provided after agreements are reached on 
overall country performance in self-help and reform. 

In fiscal year 1965, seven countries—India, Pakistan, Turkey, 
Israel, Tunisia, Brazil and Chile—received program loans amounting 
to $670 million. 'This compares to $589 million for eight countries 
in fiscal year 1964. The rise in program lending was sharpest in the 
Alliance for Progress, due to increases for Brazil and Chile. 

The negotiating of program loans and, in several countries, the 
periodic review of performance in select fields before the release of 
funds have proved to be useful vehicles for the discussion of the overall 
economic policies and self-help efforts of the recipient countries. For 
example, the Chile program loan agreement was authorized following a 
review of the Chilean Government's program for reduction of inflation, 
increase of exports, exchange rate policy changes, increased agri- 
cultural production, and the establishment of a Private Investment 
Fund. The Brazil program loan was authorized following a review 
of the government’s actions and planned programs in stabilization, 
reform, and development. The Castello Branco government’s pro- 
gram worked toward stabilization by reducing the budget deficit, re- 
stricting credit, controlling wages, and tax reform measures. Among 
other steps, it prepared a priority program for public sector invest- 
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ment and also increased agricultural credit, established a housing 
bank, and passed land reform legislation. 


LOAN TERMS AND DEBT SERVICE 


Amendments to the Foreign Assistance Act adopted by the 
Congress in October 1964 raised the minimum interest rate on AID 
loans from 2 to 2% percent after a 10-year grace period, and from 
% to 1 percent during the grace period. 

Beyond this statutory minimum the actual terms of AID loans 
are established for each country on the basis of its overall foreign 
exchange position and development prospects— particularly, its 
probable future capacity to service foreign exchange debt. During 
fiscal year 1965, 79 of the 86 AID Development Loans authorized 
carried the minimum interest rate and maturities of 40 years. These 
minimum terms are necessary because AID is a lender of last resort 
&nd because most developing countries are facing severe debt service 
problems. An AID study during the year (“Loan Terms, Debt 
Burden and Development," April 1965) forecast economic setbacks 
in the less-developed countries unless the developed countries of the 
free world improve their lending terms. 

AID loan terms are hardened wherever appropriate, generally 
in transitional countries approaching self-supporting growth and the 
ability to finance further development from conventional international 
borrowing sources. During fiscal year 1965 seven loans in four coun- 
tries were provided at harder terms—3 percent interest, 20 to 25 
years maturity, and 3 to 5 year grace periods. "These loans at harder 
terms constituted 6 percent of total AID loan commitments for the 
period. 
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V. SUPPORTING ASSISTANCE AND 
THE CONTINGENCY FUND 


AID committed a total of $438.7 million in Supporting Assistance 
during the fiscal year 1965. This was an increase of nearly $80 million 
over Supporting Assistance commitments in fiscal year 1964 and re- 
sulted from increased requirements in the Dominican Republic and 
in Southeast Asia for Vietnam and Laos. 


Vietnam alone accounted for 45 percent of Supporting Assistance 
worldwide during the fiscal year. Supporting Assistance grants to 
Vietnam, Laos, Korea, and Jordan accounted for four-fifths of world- 
wide commitments. 


Excluding Vietnam, Laos, and the Dominican Republic, Support- 
ing Assistance grants continued to decline as a portion of total AID 
assistance. The number of countries receiving Supporting Assistance 
dropped to 17 in fiscal year 1965, compared with 20 the preceding year. 
Excluding Laos, Vietnam, and the Dominican Republic, world-wide 
Supporting Assistance commitments declined from $214.1 million in 
fiscal year 1964 to $175.1 million in fiscal year 1965. 


During the first half of fiscal year 1965, the President determined 
that it was in the U.S. interest to transfer $55 million of the Contin- 
gency Fund—about half the $115.4 million available—to the Military 
Assistance Program. This transfer was necessary to finance expanded 
military assistance activities in Southeast Asia. 


An additional $57.5 million was obligated from the Contingency 
Fund under the AID program to meet other emergency situations 
which could not be foreseen at the time the fiscal year 1965 program 
was presented to the Congress. 


The major items were: $20.5 million for relief, rehabilitation, and 
the maintenance of minimal government services in the Dominican 
Republic following the upheaval there; $15 million for essential com- 
modities for the Vietnamese civilian economy; $5.1 million as the U.S. 
share of the emergency peace-keeping operation in Cyprus; $5.8 mil- 
lion for public works projects and critical services following the installa- 
tion of a new and moderate government in British Guiana; $4.0 
million for a budget support loan to Panama; and $4.7 million for 
emergency disaster relief in 23 countries. 
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VI. MILITARY ASSISTANCE PROGRAM 


The Military Assistance Program for fiscal year 1965 was carried 
out with the original appropriation of $1 billion, a supplemental 
appropriation of $55 million to support expanding combat operations 
in Vietnam, the transfer of funds from the Contingency Fund, and 
the use of special authority contained in Section 510 of the Foreign 
Assistance Act. 

More than half of the funds, $698 million, was programmed for 
the Far East with two countries, Vietnam and Laos, receiving more 
than half of the Far East total. Countries in the Near East South 
Asia were allocated $302 million in Military Assistance funds. Other 
regional allocations were: Latin America, $73 million; Europe, 
$51 million; and Africa, $29 million. 


FAR EAST 


The MAP request submitted to the Congress in January 1964 
included $494 million grant aid for Far East countries. "This request 
was subsequently increased to include an additional $55 million for 
Vietnam, bringing the proposed program for Far East countries to 
$549 million. 

During the course of the year, increasing combat activity in 
Vietnam required the transfer of $55 million from the Contingency 
Fund for use in the Military Assistance Program and the addition of 
another $75 million through exercise of authority contained in Section 
510 of the Foreign Assistance Act. Total grant aid Military Assist- 
ance for Far East countries in the fiscal year amounted to $698 million. 

Laos and Vietnam claimed more than half of the total for all 
Far East countries. Funds available for other Far East countries 
were reduced to less than the amount planned and $12 million less 
than the comparable figure for fiscal year 1964. This reduction was 
due largely to the diversion of funds to support Laos and Vietnam. 
Increased expenditures for Vietnam helped make it possible to frus- 
trate stepped-up efforts by hostile forces in that country and to lay 
groundwork for accelerated programs. 

Of the funds available to Far East countries other than Laos and 
Vietnam, some 70 percent supported essential training and mainte- 
nance of equipment previously provided. Less than $100 million was 
available for investment in new weapons and equipment, an amount 
insufficient to provide desired modernization of aging weapons and 
equipment. 
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In the program for South Korea, the Republic of China, and the 
Philippine Islands a major share of available investment funds was 
required to finance F-5 aircraft in a continuing program to replace 
older aircraft. 

The grant aid program for Thailand was increased by $8.3 million 
over the amount originally planned in recognition of its security 
problems. Emphasis was placed on increasing Thailand's ability to 
maintain internal security and to combat potential insurgency. 

Funds allocated to Japan were again held to the minimum 
required to meet prior commitments. 

Funds originally allocated to Indonesia were diverted to other 
countries; all deliveries of previously funded equipment were halted 
and all programs for Indonesia were closed out. 

Military Assistance programs for Far East countries in fiscal year 
1965 met all essential requirements for increased effort in Vietnam 
but did not permit attainment of some important modernization 
objectives, established in the austere program presented to the Con- 
gress, in other forward defense countries of the Far East. 


NEAR EAST AND SOUTH ASIA 


During fiscal year 1965, twelve countries in the Near East and 
South Asia area of the world received Military Assistance. "These 
countries were allocated $302.5 million in military grant aid. Of this 
amount, 98 percent was allocated to programs for Afghanistan, Iraq, 
Jordan, Nepal, Lebanon, Saudi Arabia, and Syria. 

Of the available funds the largest portion was allocated to Greece 
and Turkey. Military Assistance allocations for India and Pakistan 
continued at about the same level in fiscal year 1965 as that of the 
previous year. (All military aid shipments, including those under 
credit sales, were suspended in early September 1965. Very little of 
the fiscal year 1965 programs for India and Pakistan has actually 
been delivered.) 

The balance of the Military Assistance Program funds allocated 
to the Near East and South Asia area was used to finance small 
amounts of equipment and training for Jordan and Nepal and training 
only for Afghanistan, Iraq, Lebanon, Saudi Arabia, and Syria. 


LATIN AMERICA 


In fiscal year 1965 grant Military Assistance totaling $73.3 million 
was provided to 18 Latin American countries. This $73.3 million was 
divided between $44.8 million for defense articles and $28.5 million 
for defense services, including $12.3 million for training and $6.6 
million for supply operations. 

The major portion of the fiscal year 1965 program for Latin 
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America was allocated to meet internal security requirements. 

Civic action projects were undertaken by the military in most 
Latin American countries. These programs are designed to provide 
simultaneously military training, accelerated economic development 
and increased understanding between the military and the populace. 
Typical items provided were engineering equipment, such as graders 
and bulldozers, transportation, and medical equipment. 

Maritime defense force costs in the program provided for mainte- 
nance of the harbor and coastal defense capabilities developed in 
earlier years and contributed to an increased surveillance capability. 

In support of the Organization of American States/United Nations 
Mission, Military Assistance funds helped defray certain of the ex- 
penses of the Inter-American Peace Force in the Dominican Republic 
and also provided support for the conduct of joint and combined 
exercises throughout the Latin American area. 

The program included training for Latin American military per- 
sonnel at United States schools in the Canal Zone and the United 
States. In addition to developing valuable military skills, this train- 
ing continued to foster close and valuable relationships between 
United States and Latin American military personnel. 


AFRICA 


In fiscal year 1965, grant Military Assistance totaling $29.4 million 
was provided to 11 African nations. 

The equipment and training provided helps to thwart Soviet and 
Chinese Communist efforts to gain a dominating influence in newly 
emerging nations whose political and economic vulnerability make 
them tempting targets for subversion and infiltration. The impor- 
tance of such assistance was dramatically demonstrated in the Congo 
where the legitimate government was dangerously threatened by 
terrorist and guerrilla activities which could not have been controlled 
without the aid provided through the Military Assistance Program. 

Military Assistance was also provided in support of civic action 
programs through which local forces in several African nations are 
encouraged to participate in road-building, well-digging, and medical 
projects. 


EUROPE 


In the European region only four countries had substantial fiscal 
year 1965 grant aid programs—Denmark, Norway, Portugal, and 
Spain. 

Both Norway and Denmark have been informed that no further 
grant aid will be furnished when the commitments made in the existing 
agreements have been fulfilled. 


to 
~l 


The United States provided Military Assistance to Spain in F Y 
1965 in accordance with an understanding reached in 1963 when the 
Defense Agreement with Spain was extended for an additional five- 
year period. Military Assistance to Portugal continued in support of 
its NATO-committed forces. 

The United States continued to finance its share of NATO infra- 
structure costs and of the operating expenses of NATO International 
Military Headquarters with Military Assistance funds. "These costs 
are included in the non-regional category of the accompanying table. 

Grant aid programs for the European region for fiscal year 1965 
totaled $51 million, excluding the United States share of NATO infra- 
structure and International Military Headquarters costs. "This 
represents a reduction of over 50 percent from the fiscal year 1964 level 
of $105 million. 
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APPENDICES 


AID Program Commitments! in Near East/South Asia in FY 1965 


(Thousands of Dollars} 


Appropriation category 


COUNTRY Total 

Development | Supporting Technical 

loans assistance cooperation 
Total vegests coud oew oe $693, 879 | $605, 480 $38, 536 $49, 863 
Afghanistan_._.._...-..------- 10, 763 30D E 10, 463 
VOLS. L octet cee etic LOU AAA EA 109 
Indians a ada 265, 280 256; 100 |__. Lis 9, 180 
LEA: leout URL LEE IUE PS sl A ee et 2, 928 
¡o AAA 20, 000 20 000 |... n costa lis a 
A A a S 2 40, 639 1, 640 33, 000 5, 999 
Nepal: a iio taa 4, 643 1,000 |.........- , 643 
O A ot oss 187, 717 179, 700 |.......... 8, 017 
UL K CY e nu tec cm EL E 151, 243 146, 740 |.........- 4, 503 
UAR (Egypt)----------------- 2 320 E EIA AAA 2, 329 
o A 4, 520 |.......-..- 4 920: luciana 
CENTO ee eo ee 1 479 liura 1, 016 463 
Regional.....................- 2-229: EA dena 2, 220 


1 Loan authorizations and obligations. 
NOTE.—Preliminary data. 


Technical Cooperation Grants in Near East/South Asia in FY 1965 


[Millions of Dollars] 


Technical 


Technical 
cooperation 
grants 


Field of activity cooperation Field of activity 
grants 

Food and agriculture. .... $7.7 || Community development 
Industry and mining...... 4.2 and social welfare. ..... 
'Transportation........... 3.1 |) TEOUSIBE casuum cot edis ee 
Labor: 22224895 . 4 || Private enterprise pro- 
Health and sanitation..... 2. 7 Motion. --------------- 
Edueation............... 12. 8 || General and miscellaneous. 
Public safety: ........... 1. 4 || Technical support. ....... 
Public administration..... 4.5 
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AID-Financed Technicans in Near East/South Asia, Contract and U.S. 
Government Employees 


[As of June 30, 1965] 


Field of activity Government Contract 
employees! | employees ? 

Food and agriculture__.__.....-..----.-.-.---------- 179 40 
Industry and MINNE en. SB eee S siesta 93 65 
Transportation esses u ee een a s ido 106 89 
Labor <span o O cS asa af 14 12 
Health and sanitation. 2... 2.222222 22222222 222222. 53 6 
Edutcatlollzcxe doors ue E DAP dulces dA 50 307 
Publiée Safety soc ec Bose eR rue a E E T 
Public administration... ....... 2.2.2222. 2222222 222-2. 48 32 
Community development and housing. ---------------- 3 1 
Private enterprise.....-._-...-----.----------.------ (2) 13 
Technical SUDDO t-r - inziedi al ISI. ees 
A AA AA ad Caer eh eo ad s u m EE 37 41 

Ota s Gite he ee A UL ILL 791 606 


'.S. nationals paid from program funds. 

citizens in positions identified in AID-financed contracts. 

(iovernment employees in private enterprise activities are distributed among the other technical 
f activity; e.g., agriculture, industry, housing, etc. 


ÉL 

fU 
3U 
fields 


S8 
S 
O 
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New Development Loan Authorizations in Fiscal Year 1965 
Near East and South Asia 


Borrower—Amount—Terms 


AFGHANISTAN 


Government of Afghanistan: 
$300,000, 40 years; interest of 
3 percent during a 10-year 
grace period and 2 percent 
thereafter. 


INDIA 


Industrial Finance Corporation of 
India: $10.0 million, 40 years; 
interest of 1 percent during a 
10-year grace period and 2% 
percent thereafter. 


Government of India: $3.8 mil- 
lion, 40 years; interest of 1 per- 
cent during a 10-year grace 
period and 2% percent there- 
after. 


Government of India: $190.0 mil- 
lion, 40 years; interest of 1 per- 
cent during a 10-year grace 
period and 2X percent there- 
after. 


Government of India: $3.5 mil- 
lion, 40 years; interest of one 
percent during a 10-year grace 
period and 2% percent there- 
after. 


795-415 O-65—5 


Purpose 


To assist in financing foreign 


exchange costs of procuring 
equipment, materials, and serv- 
ices required to assist the gov- 
ernment in maintaining and 
repairing diesel-powered and 
other road transport equip- 
ment. 


To be used for medium and long 
term subloans to private firms 
for financing of equipment, 
materials and services required 
for approved categories of in- 
dustries. 


To assist in financing the foreign 
exchange cost of the purchase 
and delivery of 21 broad gauge 
diesel electric shunting loco- 
motives with a 2-year supply 
of spare parts. 


To provide foreign exchange nec- 
essary for the import of com- 
modities and equipment in 
support of Indian development 
efforts. Of this amount, $40 
million constitutes additional 
aid to enable India to increase 
fertilizer procurement by about 
50 percent in comparison with 
previous years. 


To assist in financing the foreign 
exchange cost of an airborne 
geophysical survey and follow- 
up mineral exploration activ- 
ities, including diamond drill- 
ing of selected areas of India 
and related training of Indian 
personnel, and construction on 
purchase of related facilities 
and equipment. 
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New Development Loan Authorizations in Fiscal Year 1965 
Near East and South Asia—Continued 


Borrower—Amount—Terms 


Government of India: $32.3 mil- 
lion, 40 years; interest of one 
percent during a 10-year grace 
period and 25 percent there- 
after. 


Government of India: $16.5 mil- 
lion, 40 years; interest of one 
percent during a 10-year grace 
period and 2% percent there- 
after. 


ISRAEL 


Government of Israel: $7.0 mil- 
lion, 20 years, including a 5- 
year grace period: interest of 
31; percent on the total. 


Government of Israel: $9.0 mil- 
lion, 20 years, including a 5-year 
grace period; interest of 3% 
percent on the total. 


Government of Israel: $4.0 mil- 
lion, 20 years, including a 5-year 
grace period; interest of 3% 
percent on the total. 


JORDAN 


Government of Jordan: $1.64 mil- 
lion, 40 years; interest of one 
percent during a 10-year grace 
period and 24 percent there- 
after. 


NEPAL 


Government of Nepal Industrial 
Development Corporation: $1.0 
million, 40 years; interest of one 
percent during a 10-year grace 
period and 2% percent "ei 
after. 
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Purpose 


To assist in financing the foreign 
exchange costs of the addition 
of two 140 MW units to the 
Dhuvaran Thermal Power Sta- 
tion including the construction 
of transmission lines, substa- 
tions and related facilities. 


To assist in financing the foreign 
exchange costs of the addition 
of one 150 MW thermal power 
station to the Durgapur Proj- 
ects Limited Power Station. 


To import the equipment re- 
Mn to further mechanize 
sraeli agriculture. 


To assist in financing the foreign 
exchange costs of imports to 
carry on the investment and 
production necessary for con- 
tinued development of the 
Israeli economy. 


To assist in financing the im- 
portation of equipment re- 
quired to further the develop- 
ment of the Israeli Telephone 
Service. 


To assist in financing the foreign 
exchange and local currency 
costs of the reconstruction of an 
all-weather road between 
Damiya Junction and North 
Shouna, Jordan. 


To be used for medium and long 
term subloans to private firms 
for financing of equipment, 
materials and services required 
for approved categories of in- 
dustries. 


New Development Loan Authorizations in Fiscal Year 1966 
ear East and South Asia—Continued 


Borrower—Amount— Terms 


PAKISTAN 


Government of Pakistan: $140 
million, 40 years, interest of 34 
percent during a 10-year grace 
period and 2 percent thereafter. 


Government of Pakistan: $500,- 
000, 40 years; interest of 1 per- 
cent durir g 10-year grace period 
and 2% percent thereafter. 


Government of Pakistan: $15.0 
million, 40 years; interest of 1 
percent during a 10-year grace 
period and 2% percent there- 
after. 


Sui Gas Transmission Co., Ltd.: 
$2.7 million, 40 years; interest 
of 1 percent during a 10-year 
grace period and 2% percent 
thereafter. 


Government of Pakistan: $8.2 
million, 40 years; interest of 1 
percent during a 10-year grace 
period and 2% percent there- 
after. 


Purpose 


To provide commodity assistance 
by financing $90 million of iron 
and steel items and $50 million 
of other commodities and 
equipment in support of Pakis- 
tan’s development effort. 
$130.5 million will be for 
private sector use and $9.5 
million for public sector use. 


To assist in financing the foreign 
exchange costs of management 
and training service foi a tim- 
ber extraction project in East 
Pakistan. 


To assist in financing the foreign 
exchange costs of equipment, 
materials, and services required 
for the construction of a hard- 
surfaced 2-lane highway from 
Lahore to Multan in West 
Pakistan together with re- 
quired ancillary facilities, in- 
cluding bridges. 


To assist in financing the foreign 
exchange costs of equipment, 
materials, and sei vices required 
to purchase and install 4 com- 
pressor units on Sui's pipeline 
to Karachi. 


To assist in financing the As elgn 
exchange costs of goods and 
services required to construct 
transmission lines and related 
facilities needed to connect the 
electric power generation ca- 
pacity of generating units No. 
1, 2, and 3 at the Mangla Dam 
with the West Pakistan Water 
and Power Development Au- 
thority’s main transmission 
grid. 
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New Development Loan Authorizations in Fiscal Year 1965 
ear East and Sonth Asia—Continued 


Borrower—Amount—Terms 


Government of Pakistan: 
million, 40 years; interest of 1 
percent during a 10-year grace 
peiiod and 2% percent there- 
after. 


Government of Pakistan: $8.5 
million, 40 years; interest of 1 
percent during a 10-year grace 
period and 2% percent there- 
after. 


TURKEY 


Government of Turkey: $5.9 mil- 
lion, 40 years; interest of 1 per- 
cent during a 10-year grace 
period and 2% percent there- 
after. 


Government of Turkey: $80.0 
million, 40 years; interest of 
1 percent during a 10-year 
grace period and 2% percent 
thereafter. 


Government of Turkey: $6.4 mil- 
lion, 40 years; interest of 1 
percent during a 10-year grace 
period and 2% percent there- 
after. 
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Purpose 


$4.8 To assist in financing the procure- 


ment of 20 diesel electric loco- 
motives for the Pakistan West- 
ern Railway. 


To assist in financing the foreign 
exchange costs of providing (a) 
consulting services in planning, 
investigations, design and proj- 
ect execution for the power, 
irrigation, and land protection 
and reclamation activities of 
the West Pakistan Water and 
Power Development Author- 
ity; (b) specialized training; 
and (c) certain equipment 
needed to support the investi- 
gation and planning activities. 


To finance the foreign exchange 
costs of the procurement of 
operations and maintenance 
equipment for irrigation 
systems. 


To finance the importation of 
commodities &nd equipment 
in support of Turkey's devel- 
opment effort. 


To finance the foreign exchange 
costs of the extension of elec- 
trical power transmission lines 
to 32 municipal load areas in 
Turkey, the construction of 
related substations and facili- 
ties, and acquisition and im- 
portation of necessary equip- 
ment, materials and services 
in connection therewith. 


= ua uM ` Qam a. ee “| 


New Development Loan Authorizations in Fiscal Year 1965 
ear East and South Asia—Continued 


Borrower—Amount— Terms 


Government of "Turkey: $7.69 
million, 40 years; interest of 1 
percent during a 10-year grace 


period and 2% percent thereafter. 


Government of "Turkey: $2.75 
million, 40 years; interest of 1 
percent during a 10-year grace 


period and 2% percent thereafter. 


Government of Turkey: $4.0 
million, 40 years; interest of 1 
percent during a 10-year grace 


period and 2% percent thereafter. 


Government of "Turkey: $40.0 
million, 40 years; interest of 1 
percent during a 10-year grace 
period and 2% percent therafter. 


Purpose 


To finance the foreign exchange 
costs of design and construc- 
tion of 380 KV electrical power 
transmission lines from the 
Gokcekaya Dam and Hydro- 
electric Plant to the Northwest 
Anatolia Grid System in Tur- 
key, the construction of related 
substations and facilities, and 
acquisition and importation of 
necessary equipment, mate- 
rials, and services in connec- 
tion therewith. 


To finance the foreign exchange 
costs of the design and con- 
struction of an integrated hard- 
wood sawmill and flooring plant 
at Demirkoy, modernization 
of the existing hardwood saw- 
mill plant at Ayancik, design 
and construction of a particle 
board plant at Ayancik, and 
the acquisition and importa- 
tion of necessary machinery, 
equipment, materials, and serv- 
ices in connection therewith. 


To finance the foreign exchange 
cost of sectoral and feasibility 
studies. 


To assist in financing the costs of 
design and construction of a 
dam and hydroelectric power 
plant at Keban on the Eu- 
dein River in Eastern Tur- 

ey together with related sub- 
stations and transmission lines. 
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AID Program Commitments in Latin America in FY 1965 
(Thousands of Dollars] 


Appropriation category 


Develop- | Supporting] Technical Contin- 
ment loans | assistance | cooperation! gency Fund 


——— | aS | —TV | ees y | cs 


$441, 510 |$35, 745 |$78, 604 | $32, 260 
een A 1,800 |........ 
550 | 4,752 | 4,070 |........ 
220, 160 |........ 684 |........ 
5,500 |.......- 600 | 5,800 
96, 550 |.......- 2, 944 |... 
PORC ROLES 4, 045 |. 
6, 450 |........ 1,897 |........ 
7,500 | 23,350 | 2,368 | 20, 460 
8,300 ........ ,798 | 
1,200 ........ 2.642 | 2 000 
5, 000 |.......- 2, 259 |... 
SA 1398 lel 2. 
500 |.......- 1,970 |... 

3, 800 |.......- 666 |........ 
24, 500 245 154 | 
14, 300 |........ 2, 118 |... 
5, 700 |.......- 1,628 | 4, 000 
Was su NERA 2. 444 |. 
2,000 |........ 5,396 |.......- 
cei 1, 000 |__.-.---|_-_____- 
ipeo d cd 1, 110 ` 
DIANA MEMODN & Lr |.. 
39, 500 |........ 3, 934 |........ 
NS MZ 6, 618 |........ 
RA AA ,702 |........ 


Technical Cooperation Grants in Latin America in FY 1965 


[Millions of Dollars] 


E 


Country Total 

TOM sosa ana, $588, 119 
Argentina. ----------------- 1, 800 
BoliVI8L. 2 cele mpm eei 9, 372 
Brazil... zulu as 234, 844 
British Guiana___ 11, 900 
Chile i. s IN 99, 494 
Colombia... 4, 045 
Costa Rica................. 8, 347 
Dominican Republic......... 53, 678 
Ecuador.____ 12, 098 
El Salvador................. 5, 842 
Guatemala____ 7, 259 
iio MERE 1, 398 
Honduras. ................. 2, 470 
Jamaica... a ea ied 4, 466 
Mexico... ue 24, 899 
Nicaragua.................- 16, 418 
Panama...................- 11, 328 
Paraguay............-...... ; 

Us dec nENEW Drev uds 7, 396 
Surinam. ____._.. ... . ...-.-.-.-- 1, 000 
Trinidad and Tobago........ 5, 000 
Uruguay ------------------- 1,110 
Venezuela_______ 1, 757 
Regional—Central America 

and Panama.............- 43, 434 
a waq of American 

Ó8l68. 2l eroe ee 6, 618 

Other regional. .............- 9, 702 

NoTE.—Preliminary data. 

Technical 
Field of activity cooperation 
grants 
Food and agriculture. ..... $11. 5 
Industry and mining..... 4. 4 
Transportation..... | 1. 5 
Labor.... Mee 3. 6 
Health and sanitation..... 4. 8 | 
Education. "n 10. 9 
Public safety __ _ ` ` ` D. 2 
Public administration... 6. 6 
Community development | 
and social welfare. |... l. 4 
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Technical 
Field of activity cooperation 
grants 
K | 
HOUBSIBIE ESE MPP Os n. 2. $0. 9 
Private enterprise 
promotion. i T. UT Z as 1. 9 
General and 
miscellaneous. ......... | 14. 2 
Technical support........ | 11. 7 
| 
Tita. i eco aad | 78. 6 


| 


A ID-Financed Technicians in Latin America, Contract and U.S. Government 
Employees 


[As of June 30, 1965) 


Field of activity Government Contract 
employees ! employees 3 


Food and agriculture 
Industry and mining 
Transportation 
Labor 


Pubhessafetv.e o c scu cl eL e ibo er 
Public administration. ---------------------- 
Community development and housing 
Private enterprise 
Technical support 
Other 


1 U.8. nationals paid from ponam funds. 
2 U.S. citizens in positions identified in AID-financed contracts. 


3 U.S. Government employees in private enler prise activities are distributed among the other technical 
fields of activity; e.g., agriculture, industry, housing, etc. 


37 


New Development Loan Authorizations in Fiscal Year 1965 
LATIN AMERICA 


Borrower—Amount— Terms 


BOLIVIA 


Government of Bolivia: $600,000, 
increasing previous loan from 
$2.7 million to $3.3 million re- 
payable in dollars in 40 years, 
including a 10-year grace period ; 
interest at % percent during 
grace period and 2 percent 
thereafter. 


BRAZIL 


Government of Brazil: $150 mil- 
lion repayable in dollars in 40 
years, including a 10-year grace 
period; interest at 1 percent 
during grace period and 2X per- 
cent thereafter. 


Departamento Nacional de Estra- 
as de Rodagem: $1 million 
repayable in dollars in 40 years, 
including a 10-year grace period; 
interest at 1 percent during 
grace period and 2% percent 
thereafter. 


Companhia de Cimento Vale do 
Paraiba: $800,000, repayable in 
dollars in 7 years, including a 
2-year grace period; interest at 
5% percent. (GOB has 2-step 
option to accept payment from 
borrower in local currency and 
repay the equivalent in dollars 
in 40 years, including a 10-year 
grace period; interest at 1 per- 
cent thereafter. 
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Purpose 


To cover the costs of extending 
the runway of El Alto Airport, 
La Paz, constructed under pre- 
vious loan. 


To provide support for Brazil’s 
1965 development and stabili- 
zation program through financ- 
ing of commodity purchases. 


To assist in financing the costs of 
consulting engineering services 
in connection with AID P.L. 
480 cruzeiro loans for the com- 

letion of construction of the 
jio-S&o Paulo Highway and 
the completion of the Rio 


Grande do Sul North Road. 


To finance the dollar costs of 
equipment, material and serv- 
ices required to increase the 
production capacity of a cement 
plant at Volta Redonda, in- 
cluding the cost of consulting 
engineering and technical as- 
sistance. 


t 


New Development Loan Authorizatións in. Fiscal Year 1965 
LATIN AMERICA —Continued 


Borrower—Amount— Terms 


Companhia Paranaense de Ener- 


gia Electrica, COPEL: $11.4 
million repayable by GOB in 
dollars, in 40 years, including a 
10-year grace period; interest at 
1 percent during grace period 
and 2% percent thereafter. 
(Borrower shall pay the GOB 
within 25 years, including a 5- 
ear grace period, the equiva- 
ent of the dollar amount dis- 
bursed; interest at 5% percent.) 


Eucatex, S.S. Industria e Comer- 


clo: $1.96 million repayable in 
dollars in 8 years, ae a 3- 
year grace period; interest at 5% 
percent. (GOB has 2-step op- 
tion to accept payment from 
borrower in local: currency and 
repay the equivalent in dollars 
in 40 years, including a 10-year 
grace period; interest at 1 per- 
cent during grace period and 2% 
percent thereafter.) 


Minas Gerais Highway Depart- 


ment: $15 million repayable in 
dollars in 20 years, including a 
3-year grace period; interest at 
3% percent. (GOB has 2-step 
option to accept payment from 
borrower in local currency and 
repay the equivalent in dollars 
in 40 years, including a 10-year 
grace period; interest at 1 per- 
cent during grace period and 2% 
percent thereafter.) 


Purpose 


To assist in financing the U.S. 


dollar cost of electrical equip- 
ment and material, engineering 
services, and technical assis- 
tance and training to expand 
and improve electrical generat- 
ing and transmission systems 
and to assist in establishing a 
training program in utility 
operations and maintenance. 


To finance the dollar costs of 


equipment, material, and serv- 
ices required to increase the 
hardboard manufacturing ca- 
pacity of borrower’s plant, 
including the cost of consulting 
engineering and technical as- 
sistance. 


To finance the U.S. direct and 


indirect dollar costs of equip- 
ment, materials, and services 
required to augment highway 
maintenance capabilities, in- 
cluding the cost of consulting 
engineering. 
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New Development Loan Authorizations in Fiscal Year 1965 
LATIN AMERICA- —Continued 


Borrower—Amount— Terms 


Rio Light, S.A. (a subsidiary of 
the Brazilian Traction Com- 
pany): $25 million repayable in 
dollars in 18 years, including a 
3-year grace period; interest at 
5% percent. (GOB has 2-step 
option to accept payment from 
borrower in local currency and 
repay the equivalent in U.S. 
dollars in 40 years, including a 
10-year grace period; interest at 
1 percent during grace period 
and 2% percent thereafter.) 


Sáo Paulo Light, S.A. (a subsidi- 


ary of the Brazilian Traction 
Company): $15 million repay- 
able in dollars in 18 years, in- 
cluding a 3-year grace period; 
interest at 54 percent. (GOB 
has 2-step option to accept pay- 
ment from borrower in local 
currency and repay the equiva- 
lent in dollars in 40 years, in- 
cluding & 10-year grace period; 
interest at 1 percent during 
grace period and 2% percent 
thereafter.) 


CHILE 


Corporácion de Fomento de la 


Produccion (COR FO): $3.3 mil- 
lion repayable in dollars in 40 
years, including a 10-year grace 
period; interest at $4 percent 
during grace period and 2 per- 
cent thereafter. 
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Purpose 


To finance the U.S. dollar and 


part of the Brazilian currency 
costs of equipment, materials, 
and services required for ex- 
panding and modernizing elec- 
trical distribution systems, in- 
cluding the costs of consulting 
engineering. 


To finance the dollar and part of 


the Brazilian currency costs of 
equipment, materials, and serv- 
ices required for expanding and 
modernizing electrical distribu- 
tion systems, including the 
costs of consulting engineering. 


To assist 1n financing the costs of 


sub-loans to rural electric co- 
operatives for new construction 
and improvements to existing 
electric power transmission and 
distribution systems, mainte- 
nance tools and equipment, 
and technical assistance and 
training for the expansion and 
establishment of Chilean rural 
electric cooperatives. 
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New Development Loan Authorizations 1n. Fiscal Year 1965 
LATIN AMERICA —Continued 


Borrower—Amount— Terms 


Purpose 


Government of Chile: $80 million To provide support for the Chil- 


repayable in 40 years, including 
a 10-year grace period; interest, 
at 1 porcen during the grace 
period and 2l4 percent there- 
after. Repayable in dollars. 


Corporacion de Fomento de la 


Produccion (CORFO): $6 mil- 
lion repavable in dollars in 40 
years, including a 10-year grace 
perod; interest at 1 percent 
during grace period and 214 
percent thereafter. 


ean Development Program by 
assisting in the financing of its 
investment program and of es- 
sential imports needed to main- 
tain an adequate investment 
level and enable the Govern- 
ment of Chile to adopt neces- 
sary economic development 
policies, legislation, institutions 
and services. 


For relending for projects in the 


private sector of the Chilean 
economy and to encourage 
CORFO to create a private in- 
vestment corporation that will 
handle most of CORFO’s fu- 
ture investments in and lending 
to the private sector. 


Instituto de Financiamiento Co- To assist in financing loans by the 


ras $3.65 million repay- 
able in dollars in 25 years, 
including a 10-year grace pe- 
riod; interest at 1 percent during 
grace period and 21% percent 
thereafter. (GOC has 2-step 
option to accept payment from 
borrower in local currency and 
repay the equivalent in dollars 
in 40 years, including a 10-year 
grace period; interest at 1 per- 
cent during grace period and 
2142 percent thereafter.) 


Government of Chile: $3.6 mil- 


lion repayable in dollars in 40 
years, including a 10-year grace 
period; interest at 1 percent 
during the grace period and 2% 
percent thereafter. 


borrower to cooperatives in 
Chile, the organization of re- 
gional offices of the borrower, 
and technical assistance to the 
borrower and to cooperatives 


in Chile. 


To finance the importation from 


the United States of fertilizers 
for sale through cooperatives 
to Chilean farmers. 
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New Development Loan Authorizations in Fiscal Year 1965 
LATIN AMERICA —Continued 


Borrower— AÁmount— Terms 


COSTA RICA 


Purpose 


Republic of Costa Rica: $1.3 mil- , To assist in financing the costs of 


hon repayable in dollars in 40 
years, including a 10-year grace 
period; interest at 1 percent 
during the grace period and 2% 
percent thereafter. 


Municipality of San Jose, Costa 
Rica: $650,000, repayable in 
dollars in 25 years, including a 
5-year grace period; interest at 


1] percent during the grace 
period and 3% percent there- 
after. (GOCR has 2-step op- 


tion to accept payment from 
borrower in focal: currency and 
repay the equivalent in dollars 
in 40 years including a 10-year 
grace T petu. interest at 1 per- 
cent during grace period and 
2% percent thereafter.) 


Government of Costa Rica: $1.2 


million repayable in dollars in 
40 years including & 10-year 
grace period; interest at 1 per 
cent during grace period and 
2% percent thereafter. 


National Bank of Costa Rica: 


$3.3 million repayable in dollars 
in 40 years, including a 10-year 
grace period; interest at 1 per- 
cent during the grace period 
and 2% percent thereafter. 
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procurement of machinery and 
equipment for use in flood 
control, maintenance and 
betterment works in areas 
affected by Irazu volcano, and 
related technical assistance. 


To assist in financing the costs of 


the construction, equipping, 
and staffing of a wholesale 
produce market in San Jose. 


To assist in financing the costs of 


pre-feasibility investigations, 
pS and private sector feasi- 

ility studies, government re- 
form and improvement efforts, 
and studies related to prob- 
lems of flooding in the area of 
Irazu Volcano. 


To assist in financing the costs of 


facilities and incidental related 
expenses, including a small 
amount of working capital, 
necessary for the distribution 
of electricity by member-owned 
rural electrical cooperatives, 
the costs of constructing a 
power transmission line to serv- 
ice one cooperative and the 
costs of consulting engineer 
and management services. 


New Development Loan Authorizations in Fiscal Year 1965 
LATIN AMERICA —Continued 


Borrower— Ámount— Terms 


DOMINICAN REPUBLIC 


Government of the Dominican 
Republic:$1.5 millionrepayable 
in dollars in 40 years, including 
10-year grace period; interest 

at 1 percent during grace 
period and 24 percent thereafter. 


Government of the Dominican 
Republic: $1 million repayable 
in dollars in 40 years, including 
a 10-year grace period ; interest 
at 1 percent during grace period 
and 2% percent thereafter. 


Government of the Dominican 
Republic: $5 million repayable 
in dollars in 40 years, including 
& 10-year grace period; interest 
at 1 percent during grace per- 
iod and 2% percent thereafter. 


ECUADOR 


Government of Ecuador: $5.3 
million repayable in ďollars in 
40 years, including a 10-year 
grace pes interest at 1 per- 
cent during the grace period 
and 2% percent thereafter. 


Purpose 


To assist in financing the costs of 


procurement of operation and 
maintenance equipment and 
spare parts for irrigation sys- 
tems, and related technical 
assistance. 


To assist in financing the costs of 


feasibility studies, pre-feasi- 
bility investigations and proj- 
ect evaluations. 


To assist in financing the costs 


of loans by the Central Bank 
acting through the commercial 
banks and the borrower's in- 
dustrial and agricultural banks 
for industrial, agricultural, 
mining, and transportation 
projects in the private sector 
and to assist in financing the 
costs of technical assistance 
rendered in connection with 
the loan. 


To assist in the construction of 


3000 primary school classrooms, 
the construction of 30 teachers 


lodgings in remote rural areas, 


the construction of two normal 
schools, the establishment of 
training programs for primary 
and normal school teachers, 
the preparation, printing, and 
distribution of primary school 
textbooks, and the establish- 
ment of & pilot pre-vocational 
primary school program. 
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New Development Loan Authorizations in Fiscal Year 1965 
LATIN AMERICA—Continued 


Borrower—Amount—Terms 


Purpose 


La Ecuatoriana De Desarollo To assist in financing a private 


(Compania Financiera): $3 mil- 
lion repayable in dollars in 20 
years, including a 5-year grace 
period; interest at 2% percent. 
(GOE has 2-step option to ac- 
cept from borrower in local cur- 
rency and repay the equivalent 
in dollars in 40 years, including 
a 10-year grace period; in- 
terest at 1 percent during grace 
period and 2% percent there- 
after.) 


EL SALVADOR 


Government of El Salvador: $1.2 
million repayable in dollars in 
40 years, including a 10-year 
grace period; interest at 1 per- 
cent during grace period and 
2% percent thereafter. 


GUATEMALA 


Financiera Industrial Y Agrope- 
cuaria, S.À.: $5 million repay- 
able in dollars in 20 years, in- 
cluding & 5-year grace period: 
interest at 2 percent. (GOG 
has 2-step option to accept from 
borrower in local currency and 
repay the equivalent in dollars 
in 40 vears, including a 10-year 
grace period; interest at % of 1 
percent during grace period and 
2 percent thereafter.) 


HONDURAS 


Republic of Honduras: $500,000, 
repayable in dollars in 40 years, 
including a 10-year grace pe- 
riod; interest at 1 percent dur- 
ing grace period and 2!; percent 
thereafter. 


development bank to make 
loans and limited equity in- 
vestments in.subprojects pro- 
moting the creation, expansion, 
and more effective operation 
of private industrial enterprise. 


To assist in financing the dollar 


and part of local currency costs 
of constructing rural roads. 


To assist in financing the crea- 


tion of a private industrial de- 
velopment bank to make loans 
and limited equity investments 
in sub-projects promoting the 
creation, expansion, and more 
effective operation of private 
industrial enterprise in Guate- 
mala and the other member 
countries of the Central Amer- 
ican Common Market. 


To assist in financing the costs, 


including engineering costs, of 
a project for the construction 
of a forest fire access road for 
use in the protection against 
and control of forest fires in 
northeastern Honduras, for for- 
est fire fighting equipment, for 
portable sawmills and for two- 
way radio units. 
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New Development Loan Authorizations in Fiscal Year 1966 
LATIN AMERICA—Continued 


Borrower—Amount—Terms 


JAMAICA 


Government of Jamaica: $3.8 mil- 


lion repayable in dollars in 25 
years, including a 3-year grace 
period; interest at 1 percent 
during grace period and 3% per- 
cent thereafter. 


MEXICO 
Nacional Financier, S.A.: $21.5 


million (second tranche), re- 

ayable in dollars in 25 years, 
including a 5-year grace period; 
interest at 3% percent, except 
that interest accruing during the 
2% years following the Ist 
disbursement of the 2nd tranche 


may be capitalized as it 
accrues. 
NICARAGUA 


Instituto de Fomento Nacional 


(INFONAC): $4 million repay- 
able in dollars in 25 years, in- 
cluding a 10-year grace period; 
interest at 2 percent. (GON 
has 2-step option to accept 
payment from borrower in local 
currency and repay the equiva- 
lent in dollars in 40 years, in- 
cluding a 10-year grace period; 
interest at % percent during 
grace period and 2 percent 
thereafter.) 


Purpose 


To assist in financing the costs of 


a dairy development program 
through the direct financing of 
pasture preparation, building 
construction, and equipment 
for approximately 120 new 
dairy farms to be leased to 
selected and trained new farm- 
ers; and provision of medium 
and long-term credit to exist- 
ing medium sized farms for 
dairy improvements. 


To assist in financing a program 


of supervised agricultural 
credit and to finance capital- 
ized interest. Second tranche 
of $41,500,000 loan; first 
tranche of $20,000,000 author- 
ized June 20, 1962. 


To assist in financing sub-loans 


and equity investments to or 
in sub-projects promoting the 
creation, expansion, and more 
effective operation of private 
industrial enterprise; area sur- 
veys, feasibility studies, and 
p. projects to determine 
easibility of particular capital 
projects; other activities; and 
technical assistance. 
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New Development Loan Authorizations in Fiscal Year 1965 
LATIN AMERICA —Continued 


Borrower—Amount-— Terms 


Corporacion N Earn de In- 
versiones (CNI): $3 million re- 
payable in dollars in 20 years, 
including a 5-year grace period; 
interest at 2% percent. (GON 
has 2-step option to accept pay- 
ment from borrower in focal 
currency and repay the equiva- 
lent in dollars in 40 years, in- 
cluding a 10-year grace period; 
interest at 1 percent during 
grace period and 2% percent 
thereafter.) 


Republic of Nicaragua: $600,000 
increasing present loan from $1 
milion to $1.6 million repay- 
able in dollars in 40 years, in- 
cluding a 10-year grace period; 
interest at 3% percent on Ist $1 
million disbursed, and interest 
at 1 percent during grace period 
and 2% percent thereafter on 
disbursements in excess of $1 
million. 


Government of Nicaragua: $5.4 
million repayable in dollars in 
40 years, including a 10-year 
grace panos interest at 1 per- 
cent during grace period and 
2% percent thereafter. 


Government of Nicaragua: $1.3 
million repayable in dollars in 
40 years, including a 10-year 
grace | interest at 1 per- 
cent during grace period and 
2% percent thereafter. 
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Purpose 


To assist in financing a private 


development bank to make 
loans and limited equity in- 
vestments in sub-projects pro- 
moting the creation, expan- 
sion, and more effective 
operation of private industrial 
enterprise in Nicaragua and 
other member countries of the 
Central American Common 
Market. 


To finance the foreign exchange 


and part of local currency 
costs of engineering for, and 
construction and installation of 
runway extension and pave- 
ment improvement for the Las 
Mercedes International Air- 
do together with associated 

ghting, power line relocation, 
ind radio communication fa- 
cilities to provide facilities for 
jet aircraft. 


To assist in financing the costs of 


the accelerated portion of bor- 
Bou 's long-term real prop- 
xdi tax improvement program 
natural resources inven- 

tory surveys. 


To assist in financing the costs of 


prefeasibility investigations 
and feasibility studies. 


Government of 


New Development Loan Authorizations in Fiscal Year 1965 
LATIN AMERICA—Continued 


Borrower—Amount—Terms 


PANAMA 


Panama: $2 
million repayable in dollars in 
40 years, including a 10-year 
grace period; interest at 34 per- 
cent during grace period and 2 
percent thereafter. 


Republic of Panama: $2.4 million 
repayable in dollars in 40 years, 
including a 10-year grace 
period; interest at % percent 
during grace period i 2 per- 
cent thereafter. 


Instituto de Acueductos y Alcan- 
tarillados Nacionales: $1.3 
million repayable in dollars in 
30 years, including a 3-year 
grace period; interest at 3% 
percent. (GOP has 2-step 
option to accept payment from 
borrower in local currency and 
repay the equivalent in dollars 
in 40 years, including a 10-year 
grace period; interest at 1 per- 
cent during grace period and 
2% percent thereafter.) 


PERU 


Republic of Peru: $2 million re- 
payable in dollars in 40 years, 
including a 10-year grace pe- 
riod ; interest at 1 percent during 
grace period and 25 percent 
thereafter. 


Purpose 


To assist in financing the costs of 


feasibility studies and pre- 
feasibility studies. 


To assist in financing the costs of 


a project for agricultural de- 
velopment comprised of fur- 
nishing equipment and supplies 
for improvement of the Na- 
tional Agricultural School and 
Experimental Station at 
Divisa; construction and 
equipping of facilities required 
for agricultural extension and 
other related services in six 
priority areas; furnishing of 
supervised agricultural credit 
for purposes of livestock de- 
velopment, and related serv- 
ices; other agricultural develop- 
ment activities, and technical 
assistance. 


For the repair, extension, and 


maintenance of the sanitary 
sewerage and storm drainage 
systems in Colon. 


To assist in financing the costs of 


the construction and equipping 
of facilities for the expansion 
program of the Agrarian Uni- 
versity at Lima. 
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New Development Loan Authorizations in Fiscal Year 1965 
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Borrower—Amount—Terms 


BRITISH GUIANA 


Government of British Guiana: 
$5.5 million repayable in dollars 
in 40 years, including a 10-year 
grace period; interest at 1 per- 
cent during grace period and 
21 percent thereafter. 


CENTRAL AMERICA 


Central American Bank for Eco- 
nomic Integration: $35 million 
repayable in dollars in 40 years, 
including a 10-year grace pe- 
riod; interest at 1 percent dur- 
ing grace period and 25 percent 
thereafter. 


Central American Bank for Eco- 
nomic Integration: $4.5 million 
repavable in dollars in 40 years, 
including a 10-year grace pe- 
riod; interest at % percent dur- 
ing grace period and 2 percent 
thereafter. 


48 


Purpose 


For the construction of a high- 


Way opening up major areas 
of the country’s interior. 


To create a Central American 


Integration Fund in order to 
promote the further develop- 
ment of Central American re- 
gional economic integration by 
meeting investment needs in 
the public sector of the eco- 
nomies of the countries of the 
region. Investments made 
from the Fund are to be 
directed toward promoting and 
strengthening economic inte- 
gration and balanced regional 
economic development in Cen- 
tral America. 


To assist in financing the costs 


of the borrower in providing 
loans to the Government of 
Nicaragua for the construction 
of highways. 


AID Program Commitments in the Far East in FY 1965 
[Thousands of dollars] 


Appropriation category 


Country Total 
Develop- Supporting Technical |Contingency 
ment loans assistance cooperation Fund 

Total ccc $449, 892 | $69, 400 | $326, 244 | $39, 248 | $15, 000 
Buts: oce 3, (bo APA 5I0 |' . 2249 |5. eee 
China, Republic of......- SCO oy et died desees] 40 zm 
Indonesia... E A A A 449. dene 
o A ÁREA 123, 518 48,800 | 70,428 | 3,290 |........ 
Lao8sS------------------- 50,599 |.........] 38,774 | 11,825 |.......- 
Philippines. ...........- BO A PR M ONS B co 
Thailand o. l. be 39, 708 20, 600 12.057 | 7,051 |... ..... 
Vietnam................ 225, 003 ]........- 201, 475 15, 000 
SEATO 22:222 29 398 A AS C". SDS: org beats 
Other regional.......... 1.200 AAA lee cee BOO) fel 


Technical Cooperation Grants in the Far East in FY 1965 
{Millions of Dollars] 


Technical Technical 
Field of activity cooperation Field of activity cooperation 
grants grants 
Food and agriculture...... $3. 2 || Community development 
Industry and mining...... 1.4 and social welfare______ $0. 3 
Transportation........... 3.9 | Housing_.._.._....-.----]---------- 
LabOP.-. icon . 1 || Private enterprise promo- 
Health and sanitation..... 8.3 LO: ed ore edt 3 
Education............... 5. 3 | General and miscellaneous- 1. 9 
Public safety___.....-... . 3 | Technical support.......- 12. 7 
Public administration..... 1.5 — 
Total: sz o: 2. 2: 39. 2 
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AID-Financed Technicians in Far East 


Contract and U.S. Government Employees 
[As of June 30, 1965] 


Field of activity Government 

employees ! 

Food and agriculture ----------------------------- 98 
Industry and mining._.__.___.---.--------.--------- 90 
Transportation oca cose ue orco eue uda ma uc t 70 
MRD OR AE Ed u ma 2 S a U 3 
Health and sanitation. ------------------------------ 140 
Educstions. uuu uu eee IP LE QE T es 47 
Public:satetvo cu n ta o ERE cce a Ds 122 
Public administration._________ 202292: m E 56 
Community development and housing... .............. 46 
Private enterprise_____________ sole Rete aure dO (3) 
Technical support- --------------------------------- 226 
OMG? E E E E A eek A E EA 239 
Tot AA eee a a A SE Ert 1, 137 


1 U.S. nationals paid from program funds. 
2 U.S. citizens in positions identified in AID-financed contracts. 


Contract 
employees ? 


3 U.S. Government employees in private enterprise activities are distributed among the other technical 


fields of activity; e.g., agriculture, industry, housing, etc. 
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New Development Loan Authorizations in Fiscal Year 1966 
FAR EAST 


Borrower—Amount—Terms 


KOREA 


The Republic of Korea: $24.6 
million, 40 years including 10- 
year grace period; interest at 1 
percent for 10 years, 2% percent 
thereafter. The Government 
would repay in dollars. 


The Republic of Korea: $24.2 
million, 40 years including 10- 
year grace period; interest at 1 
percent for 10 years, 2% percent 


thereafter. he Government 
would repay in dollars. 
THAILAND 


The Royal Thai Government, 
Kingdom of Thailand: $20.6 
million, 25 years including a 
5-year grace period; interest at 
3% percent. The Government 

would repay in dollars. 


Purpose 


To finance part of the dollar costs 
of constructing and equipping 
a modern mixed fertilizer plant. 


To finance part of the dollar costs 
of constructing and equipping 
a modern mixed fertilizer plant. 


To provide the foreign exchange 
cost to design and construct a 


2-lane  all-weather, 


asphalt- 


surfaced road in North Central 


Thailand. 
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AID Program Commitments in África in Fiscal Year 1966 
[Thousands of Dollars] 


Country Total 
Total. 1.29 $163, 927 
Algeria----------------- 732 
Burundi---------------- 391 
Cameroon.............- 5, 366 
Central African Re- 
püblie oc aloes 733 
Chad. eR 1, 065 
Congo (Brazzaville)... _ _ 52 
Congo (Léopoldville). . _ - 16, 544 
Dahomey.............- 583 
Ethiopia. - ------------- 9,176 
Gabon................- 785 
Gambia................ 89 
GRAN? uon amarus ], 212 
Guinea ----------------- 14, 078 
Ivory Coast. ......-.... 171 
KeoenyVaAConclns us pu 4, 221 
Liberia______ ES RS 16, 053 
TDR A one oL Seti 347 
Malagasy Republic...... 3, 849 
Malawi-..............- 2, 074 
Mali, Republic of....... 1, 155 
Mauritania. ............ 47 
Morocco... ...........- 11, 080 
Niger- <del apt 1, 188 
A AA 27, 604 
Rwanda...............- 78 
Senegal................ 98 
Sierra Leone. ........... 1, 874 
Somali Republic. ....... 4, 888 
Sudan... Denes 3, 086 
Tanzania..............- 2, 199 
Topo Lectus cce 701 
AUIS uu esr ett ao 18, 405 
Uganda... cllc 1, 978 
Upper Volta... ......... 468 
Zambia__ ocu ni id 855 
East Africa regional. .... ], 681 
Other regional. ......... | 9, 023 
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Appropriation category 


Develop- 
ment loans 


Supporting 
assistance 


$46, 100 


$36, 985 


Technical 


cooperation 


$80, 698 


Con 
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Technical Cooperation Grants in Africa in FY 1965 
[Millions of Dollars] 


Technical Technical 
Field of activity cooperation Field of activity cooperation 
grants grants 
Food and agriculture. .... $21. 1 || Community development 
Industry and mining...... 2.4 and social welfare... .... $1. 1 
Transportation. .........- 5.8 | Housing... . d 
¡E Llc bec re he EE .3 || Private enterprise pro- 
Health and sanitation..... 4.2 MOON eee esas 1. 3 
Exducation..............- 20. 6 || General and miscellaneous. 6. 7 
Public safety... 3.1 || Technical support. ....... 8. 6 
Public administration..... 9. 2 — 
Totes ayuy za pusu 80. 7 


AID-Financed Technicians in Africa 


Contract and U.S. Government Employees 
[As of June 30, 1965] 


Field of activity Governinent Contract 
employees ! employees ? 


Food and agriculture 2.222222 22222 LL -- 224 108 
Industry and MIMO aa a tb 48 28 
Transportation ani save s EIOS DAE EDEN WE 19 64 
VO u s s cora ce dtd anes wk luu uii r E cee AAA 
Health and sanitation. ooo 40 8 
BARCO: eee o ls LL iue S 56 460 
Publie:Bafety sur dou ui oL iUe Lures ie lee eG E EL 33 l 
Public administration... 222222222222 LLL LL lll illl 10 16 
Community development and housing... .............. 23 4 
Private enterprise... a c o Did (3 12 
Technical support - 2.2.2.2 .c62.secccctekc cos E We tendit. 
(Il cy Dae zog AI MORS REP ROI rE sau E SOP cD NE ROS Pee 47 31 

Totales a cemere eL e te m am 644 132 


1 U.S. nationals paid from program funds. 

? U.S. citizens in positions identified in AID-financed contracts. 

3 U.S. Government employees in private enterprise activities are distributed among the other technical 
fields of activity; e.g., ugriculture, industry, housing, etc. 
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New Development Loan Authorizations in Fiscal Year 1965 
AFRICA 


Borrower—Amount— Terms 


CAMEROON 


Federal Republic of the 
Cameroon: $3.2 million repay- 
able in dollars in 40 years, includ- 
ing 10-year grace period; in- 
terest at 1 percent during grace 
period and 2% percent there- 
after. 


GUINEA 


Republie of Guinea: $1 million 
repayable in dollars in 40 years, 
including 10-year grace period; 
interest at 34 percent during 
grace period and 2 percent 
thereafter. 


Republic of Guinea: $1.4 million 
repayable in dollars in 40 years, 
including 10-year grace period; 
interest at 1 percent during and 

l¿ percent thereafter. 


KENYA 


Government of Kenya: $550,000 
repayable in dollars in 40 years, 
including 10-year grace period; 
interest at 1 percent during 
grace period and 25 percent 
überein 


LIBERIA 


Liberian Public Utilities Author- 
ity: $7.2 million repayable by 
the Government of Liberia in 
dollars in 40 years, including a 
10-year grace period; interest at 
1 percent during the grace 
period and 2% percent there- 
after. 


öt 


Purpose 


To assist in financing the foreign 
exchange and local costs of 
oods and services required 
or the reconstruction of 66 
miles of road. 


To assist in financing the foreign 
exchange costs of procurement 
of aircraft, spare parts, related 
equipment and services and 
the construction of a hangar 
for the national airline of the 
Republic of Guinea. 


To assist in financing the foreign 
exchange costs of procurement 
in the United States of neces- 
sary materials and services to 
add 7500 KW of electric power 
to the existing Conakry power 
system. 


To assist in financing U.S. costs 
and up to 50 percent of local 
costs of procurement of goods 
and services for the expansion 
of the Kenya Polytechnic In- 
stitute of Nairobi. 


To assist in financing foreign ex- 
change and local currency costs 
of goods and services required 
for construction of expanded 
sewerage systems for Monrovia 
and its environs. 


New Development Loan Authorizations in Fiscal Year 1965 
AFRICA —Continued 


Borrower— Amount— Terms 


Republic of Liberia: $1.55 million 
repayable in dollars in 40 years, 
including a  10-year grace 
period; interest at 1 percent 
during grace period and 2X per- 
cent thereafter. (This is an 
amendment to a previous FY 
1963 loan of $5.3 million.) 


Republic of Liberia: $400,000 re- 
avable in dollars in 40 years, 
including a  10-year grace 
period; interest at 1 percent 
during grace period and 2% 
percent thereafter. (This is an 
amendment to a previous FY 
1963 loan of $1.7 million.) 


Republic of Liberia: $150,000 re- 
ayable in dollars in 40 years, 
including a 10-year grace 
period; interest at 1 percent 
during the grace period and 2% 
percent thereafter. (This is an 
amendment to a previous FY 
1964 loan of $350,000.) 


MALAGASY REPUBLIC 


Malagasy Railroad Authorit 
(M RA) : $2.7 million to the Mal. 
agasy Republic to be relvaned to 
the MRA. The MRA will re- 
pay the Malagasy Republic in 
ocal currency in 20 years, in- 
cluding a 5-year grace period; 
interest at 3% percent for the 
duration of the loan. The 
Malagasy Republic will repay 
in dollars In 40 years, including 
a 10-year grace period; interest 
at 1 percent during grace period 
and 2% percent thereafter. 


Purpose 


To assist in financing foreign ex- 


change and local currency costs 
of materials, equipment and 
services required for the con- 
struction and equipping of a 
eneral training hospital in 
Monrovia. The loan amend- 
ment is to finance increased 
construction costs. 


To assist in financing U.S. and 


local costs of goods and services 
for the construction of a Mon- 
rovia Junior/Senior High 
School to accommodate 1,200 
students. This amendment is 
to finance increased construc- 
tion costs. 


To assist in financing U.S. and 


local costs of goods and services 
for the construction of an ele- 
mentary school to accommodate 
500 students. This amend- 
ment is to finance increased 
construction costs. 


To assist in financing the foreign 


exchange and local currency 
costs of goods and services 
required for the replacement of 
a railroad bridge and the 
realignment of two segments 
of railroad track. 


Ot 
Qt 


New Development Loan Authorizations in Fiscal Year 1965 
AFRICA —Continued 


Borrower—A mount— Terms 


NIGERIA 


Purpose 


Federal Republic of Nigeria: $7.6 To assist in financing U.S. and 


million repayable in dollars in 
40 years, including a 10-year 
grace period; interest at 1 per- 
cent during grace period and 2% 
percent thereafter. 


Federal Republic of Nigeria: $2.8 
million repayable in dollars in 
40 years, including a 10-year 
grace period; interest at 1 per- 
cent during grace period and 2); 
percent thereafter. 


SOMALI REPUBLIC 


Somali American Fishing Com- 
pany : $600,000 repayable in local 
currency in 15 years, including 
a 3-year grace period, interest at 
5% percent for the duration of 
the iu 


TANZANIA 


United Republic of Tanganyika 
and Zanzibar: $125,000 repay- 
able in dollars in 40 years, in- 
cluding a 10-vear grace period; 
interest at % percent during 
grace period and 2 percent 
thereafter. This is an amend- 
ment to a previous FY 1964 
loan of $1.9 million to finance 
construction of the road. 


United Republic of Tanganyika 
and Zanzibar: $75,000 repay- 
able in dollars in 40 years, in- 
cluding a 10-year grace period; 
interest at % percent during 
grace period and 2 percent 
thereafter. This is an amend- 
ment to a previous FY 1964 
loan of $850,000. 


local costs of goods and services 
required for the construction 
of a road in eastern Nigeria 
from Port Harcourt to Umu- 
ezeala. 


To assist in financing foreign 


exchange and local costs of 
goods and services required to 
expand the facilities of the 
Umudike Agricultural Center 
in Nigeria. 


To finance the procurement of 


equipment needed by this pn- 
vately-owned company to es- 
tablish a fishing operation and 
fish freezing facility in the 
Somali Republic. 


To finance engineering services 


required for the improvement 
of 60 miles of road in the Lake 
Region of Tanganyika. 


To assist in financing purchase in 


the United States of additional 
culverting for the improve- 
ment of feeder roads in connec- 
tion with the expansion of the 
marketing of agricultural 
produce. 


—— = — s € 


New Development Loan Authorizations in Fiscal Year 1965 


AFRICA—Continued 
Borrower—Amount— Terms Purpose 
TUNISIA 
Government of Tunisia: $10 mil- To finance importation of com- 
lion repayable in dollars in 40 modities and equipment in 
years, including a 10-year grace support of Tunisia’s develop- 
period; interest at 1 percent ment plan. 


during grace period and 2% 
percent thereafter. 


Government of Tunisia: $6.75 To assist in financing foreign ex- 


million repayable in dollars in change costs of equipment and 
40 years, including a 10-year services required for the main- 
grace period; interest at 1 per- tenance, improvement, and 
cent during grace period and modernization of  Tunisia's 
2% percent thereafter. highway system. 
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Summary of AID World-Wide Program Commitments in FY 1965 
[Millions of Dollars] 


Appropriation category 
Region Total 

Develop- 
ment loans 
Total irc $2, 178. 2 |$1, 162. 9 
Near East/South Asia... 693. 9 605. 5 
Latin America. ......... 588. 1 441. 5 
Far East... ` 449. 9 69. 4 
Africa... o2. 163. 9 46. 1 
Nonregional............ 282. 4 .4 


! Includes, under Nonregional, $134.4 million in contributions to international organizations, and $76.3 
million in other appropriations ( (administrative expenses—A ID and State, American schools and hospitals 
abroad, etc.)—not wn elsewhere in the table. 


Technical Cooperation Grants World-Wide in FY 1965 


[Millions of Dollars] 


Technical | | Technical 
Field of activity cooperation |, Field of activity | opens 
| grants | 
Food and agriculture. .... $43. 5 || Housing................. $1.2 
Industry and mining...... 12. 4 || Private enterprise promo- 
Transportation...........- 14. 3 DON calls Seek 4 4 
LabOL.onniii:2.2 usss 4. 4 | General and miscellaneous. 26. 4 
Health and sanitation. .... 20. 0 || Technical support. ....... 41. 4 
Education............... 49. 6 | 
Public safety_____ 10. 0 Total of regions. ... 248. 4 
Public administration. .... | 17.8 || Non-regional. ........... 60. 1 
Community development ' i — 
and social welfare. ..... | 3. 0 | Grand total. ._...- 308. 5 


AID Employment ' 
(FY 1961-1965) 
[As of June 30 each year] 


Fiscal year Total in AID/W Vietnam Total excluding 
and overseas Vietnam 

TOG "re 14, 759 805 13, 954 
IOS lo dudla nsu eiu cs ow ATL 15, 479 836 14, 643 
PO los ER" 16, 782 1, 024 15, 758 
¡E AA ed S us SO 15, 642 1, 221 14, 421 
MOOD aana 15, 098 1, 629 13, 469 
(U.S. nationals) ..... (6, 728) (543) (6, 185) 
(Foreign nationals). ............ (8, 370) (1, 056) (7, 284) 


1 U.8. and foreign nationals direct-hire employees; excludes contract personnel. 


AID-Financed Technicians W orld-Wide Contract and U.S. Government 
Employees 


[As of June 30, 1965] 


Field of activity Government Contract 
employees ! employees ? 

Food and agriculture... 646 339 
Industry and mining.......................- 305 175 
"TransportatIión: u uuu on ER u alas uw 228 199 
¡E uy on eee a Zuna ay Susu a Sus 27 142 
Health and sanitati0N.-- 0000 oo o 260 50 
IN A erue es 217 1, 034 
Püublie:safetv.i. olo. pecar doi 246 8 
Public administration... ooo 0 194 135 
Community development and housing......... 88 83 
Private enterprise... 22.222 222222222... (3) 165 
Technical support- ------------------------- 685. Justitia 
Otheéle c RN A 410 202 

Toll. ct Ere E aera u s huu aant 3, 306 2, 502 


! U.8. naticnals paid from program funds—includes 2,711 AID direct hire and 505 assigned to AID by 
other Federal agencies. 

2 U.B. citizens in positions identified in AID-financed contracts. 

3 U.S. Government employees in private enterprise activities are distributed among the other technical 
fields of activity; e.g., agriculture, industry, housing, etc. 


Foreign Technicians (Participants) Arriving in the United States for 
Training in Fiscal Year 1965 ! 


[By region and field of activity] 


Region 
Field of activity N 
Latin East and Far Total 
America | Africa South East Europe 
Asia 

Agriculture. --------------- 429 451 298 DI dd sonas 1, 239 
Industry. ----------------- 178 108 171 Ol nc 518 
Transportation. ...........- 83 18 52 40 j- 193 
A lloc A E 219 22 60 AA 318 
Healtho merda press o lacas: 129 30 83 DJ 222222 305 
Education... .............- 260 233 80 107 |.......- 650 
Public administration. ...... 207 215 208 18 PEE 798 
Public safety........_.----- 604 70 100 56 |... 830 
Community development. ... 22 17 4 2 esc nie 45 
HOUSING aa a 8 9 2 e es 22 
Atomic energy - ..-.- Dolina 28 17 1 51 
Communications media. ..... 1 37 6 gat 46 
Miscellaneous... 2. 129 56 44 13822... 1. 367 
"Total. nicas u ad 2,364 | 1,266 | 1, 136 645 1 5, 412 


! Excluding technicians brought to the United States by AID-financed contractors for training in fiscal 
year 1965. 
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Countries Where Investment Guaranties Are Available 
[June 30, 1965] 


Convertibility 


Afghanistan 
Argentina 
Bolivia 
* Brazil ! 
*British Guiana 
*Central African 
Republic 
* (Chad 
Chile 
China, Repub- 
lic of 
Colombia 
Congo 
Cono M 


c. (do poldvill) 
Costa 
Cyprus 
*Dahomey 
* Dominican 
Republic 
Ecuador 
El Salvador 
Ethiopia 
Gabon 
Ghana 
Greece 
Guatemala ? 
Guinea 
Haiti 
Honduras 
India 
Iran 
Israel 
Ivory Coast 
Jamaica 
Jordan 
Kenya 
Korea 
*Laos 
Liberia 
Malagasy 
Malaysia 
Mali 
*Mauritania 
Morocco 
Nepal 
Nicaragua 
Niger 
Nigeria 
Pakistan 
Panama 
Paraguay 
Peru 
Philippines 


Type of guaranty 
Expropriation War revolution and 
insurrection 
Afghanistan Afghanistan ? 
Argentina ? Argentina ? 
Bolivia Bolivia 
*Brazil ! *Brazil ! 


*British Guiana 
*Central African 
Republic 

*Chad 
Chile 
China, Repub- 
lic of 
Colombia 
Congo 
i 


C Cacopoldvill 
*Costa 
Cyprus 
*Dahomey 
* Dominican 
Republic 
Ecuador 
El Salvador 
Ethiopia 
Gabon 
Ghana 
Greece 
Guatemala 2 
Guinea 
Haiti- 
Honduras 
India 
Iran 
Israel 
Ivory Coast 
Jamaica 


*Mauritania 
Morocco 
Nepal 
Nicaragua 
Niger 
Nigeria 
Pakistan 
Panama 
Paraguay 


Philippines 


See footnotes ut end of table. 


*British Guiana 
*Central Áfrican 
Republic 

*Chad 
Chile 
China, Repub- 
lic of 
Colombia 
Congo 
(Brazzaville) 


Congo 
(Léopoldville) 
*Costa Rica ! 
Cyprus 
*Dahomey 
*Dominican 
Republic 
Ecuador 


— 


Gabon 


Greece 


Guinea 


Israel 

Ivory Coast 
Jamaica 
Jordan 


*Mauritania 
Morocco 
Nepal 
Nicaragua ? 
Niger 


— 


Panama 3 


— 


Extended risk 


Argentina 2 
Bolivia 
* Brazil ! 
*British Guiana 
*Central African 
Republic 
*Chad 
Chile 
China, Repub- 
lic of 
Colombia 
Congo 
pu tee 


c (dopeldvil 
*Costa Rica! 
Cyprus 
*Dahomey 
*Dominican 
Republic 
Ecuador 


— 


Gabon 


Greece 


Guinea 


Israel 
Ivory Coast 
Jamaica 
Jordan 
Kenya 
* Korea 
*Laos 
*Liberia 
Malagasy 
*Malaysia 
Mali 
*Mauritania 
Morocco 


Li TIT ITAIZ 
OR 
I 
^3 
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Countries Where Investment Guaranties Are Available —Continued 


[June 30, 1965] 


Type of guaranty 
Expro tion War revolution 
Convertibility propria et Extended risk 
Portugal Portugal — — 
Senegal Senegal Senegal Senegal 
Sierra Leone Sierra Leone Sierra Leone Sierra Leone 
Somalia Somalia Somalia Somalia 
Spain ? Spain ? — — 
Sudan Sudan Sudan Sudan 
Tanzania Tanzania Tanzania Tanzania 
Thailand Thailand Thailand ? € 
Togo Togo Togo Togo 
Trinidad- Trinidad- Trinidad- Trinidad- 
Tobago Tobago Tobago Tobago 
Tunisia Tunisia Tunisia Tunisia 
Turke Turke *Turke *Turke 
* Uganda * Ugan * Uganda * Uganda 
* Upper Volta Up Volta "upper Volta Ea Volta 
U.A.R. (Egypt) U.A.R. (Egypt) U.A.R. (Egypt) U.A.R. (Egypt) 
Uruguay ! Uruguay ! — — 
Vietnam Vietnam Vietnam Vietnam 
Venezuela Venezuela Venezuela Venezuela 


Yugoslavia ? Yugoslavia ? — zs 


! Although applications will be accepted, guaranties cannot be processed until agreement is ratified by 
country's legislative body and in force. 

3 Restricted availability. 

3 Includes only guaranties against loss due to AA from war. 

*Newly available through agreements signed in F Y 1965. 
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Digitized by Google 


AID-Financed Contracts for Development of Cooperatives 
for Fiscal Year 1965 


Contractor 


American Institute for Free Labor Development 
CATICLD) ue talco sas iaa tere Bets 
Cooperative League of the USA (CLUSA)...... 
Credit Union National Association (CUNA).... 
Farmers Educational & Cooperative Union of 
America (NEU) ola LED ERAS 
Foundation for Cooperative Housing (FCH).... 
Fund for International Development (FICD)... 
International Cooperative Development Asso- 
ciation (IC DA)... . ul dolida 
International Cooperative Training Center 
ACT NNNM A 
National League of Insured Savings Associa- 
tions (NLISA). . a as ai 
National Rural Electric Cooperative Association 
CNTR C AD Es la ia acia 
Joint Commission Rural Reconstruction in 
Chia (Vietnam) science 
Checchi € Company (Sierra Leone) ..........- 


Investment Survey Program Activity 


FY 1963-1965 
FY 1963 


Surveys authorized 1__....... EE 


29 
Maximum AID obligation...........- $403, 800 
à 


Surveys completed. ooo .---- 


! One survey authorized in F Y 1962. 
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FY 1964 


59 


$701, 300 
18 


0 4 
O | $12, 000, 000 


Amount 


$1, 973, 216 
3, 492, 954 
1, 419, 208 
1, 657, 255 
1, 306, 150 

484, 000 
112, 183 
425, 694 
161, 805 
770, 426 


368, 000 
856, 000 


13, 256, 891 


FY 1965 


- 


í 
$586, 900 
35 


11 


$18, 000, 000 


—_ js Lo AA “was, Man ` ¿jJ a ¿“G ` “QQ, Gg c WU ND as | See, D "uum rau... |) Q. “qa IEEE ZZ 


Iron & Steel 


Misc. Mochinery 
(Agric. & Indust.) 


Chemicals 


Motor Vehicles 


Fertilizers 


Construction 
Equipment 


Electrical 
Apparatus 


Petroleum - 
Non -Fuels 


Copper & 
Products 


Railroad 
Equipment 


Textiles 
FY 1960 = FY 1965 


TOTAL COMMODITIES 


Pen a sé PURCHASED 
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Obligations of U.S.-Owned PL 480, Title I Foreign Currencies 
for Economic Development and Defense Support 


Fiscal Year 1965 


[Thousands of Dollar Equivalents] 


Region 
Field of activity Total 

NESA LA FE AFRICA | EUROPE 

Otal: is $767,951 | $568, 686 | $63, 161 | $117, 823 $16, 875 $1, 406 
Direct military support............... 118, 712 4,674 |.......... 107, 371 6,667 |............ 
Food and agriculture. ................ 88, 633 78, 745 3, 424 4, 981 384 — 18 
Industry and mining................. 210, 097 197, 628 11, 333 2,665 A —2, 635 
Transportation. ..-------------------- 36, 825 6, 293 27, 829 914 2, 469 — 6380 
¡E AA A A xem 277 222 OO AA AA MT 
Health and sanitation. ...........---- 5, 824 2, 397 3, 427 |...... mEN TELS eC 
Education............................ 04, 699 52. 873 8, 383 419 3.024 |... 
Public administration. ............... 1, 411 1, 053 ni EMO M T cR 
Community development. ........... 71, 163 67, 481 S. INS sauces ulis a bue cue 500 
General and miscellaneous............ 170, 310 155, 105 5, 170 1, 465 4, 331 4, 239 


NoTE.—Negative figures represent net deobligations during the year. Data converted on the basis of 
June 30, 1965, exchange rates; excludes ‘‘Cooley”’ loan. 


U.S. Share of AID-Financed Commodity Expenditures 
Fiscal Years 1960-1965 


Commodities purchased in U.S. 


Fiscal year Total expenditures 

for commodities Amount in Percent of all 

millions commodity 

expenditures 
1960 canica ni ta a $1, 040 $423 41 
MOG Lic ol dl ia 1,055 466 44 
10062. o e a 884 586 66 
LIO enean uA a ses 1, 146 905 19 
E AAA RS 1,165 1, 008 87 
E DO 1, 294 1,192 92 


—— —MM— M n . —  — Ia - —-" —— MÀ ——— MM — h o  —V ———DÓ—X a 
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Organizations Registered with the Adviso 


Committee on Voluntary 


Foreign Ald Receiving A1D Ocean Freight Payments! in FY 1965 


American Friends Service Committee 

American Jewish Joint Distribution 
Committee 

American Korean Foundation 

American Medical Center for Burma 

American Mission to Greeks 

American National Red Cross 

American ORT Federation 

American Relief for Poland 

Assemblies of God, F.S.C. 

CARE, Inc 

Catholic Relief Services, NCWC 

Christian Medical Society 

Christian Reformed World Relief 

Church World Service 

Foster Parents’ Plan 

Friends of the U.S. of L.A. (FUSLA) 


Hadassah 

Heifer Project 

International Educational Development 

Iran Foundation 

Lutheran World Relief 

Meals for Millions Foundation 

Mennonite Central Committee 

People to People Health Foundation 
(Project HOPE) 

Project Concern 

Salvation Army 

Seventh-Day Adventist Welfare Service 

Thomas A. Dooley Foundation 

Tools for Freedom Foundation 

World Relief Commission, N.A.E. 

World Vision Relief Organization 

YMCA, International Committee 


1 Freight payments for the overseas shipment of supplies privately donated for the overseas work of 


these voluntary agencies. 


NoTE.—The American National Red Cross is not a registered voluntary agency. It receives assistance 


under special agreement. 


Military Assistance Program for Fiscal Year 1965 
[In Thousands of Dollars] | 


Totales Bs a xul E ME usu MIS Ta m $1, 325, 515 
EUROPE ¿sais aA ee bee e du. d ED eiie 51, 495 
Belg nin. uuu ua la eee ce ees i D EE 360 
Denmatk:2 sent eet ete ala e 2, 424 
A Gita dec Ui shee LE LLL Le 840 
Netherlands... eec EO we pada sie 1, 015 
EN OG WAYS reo ue Qua tp he ee he cec iE here E 35, 051 
POM SI: uot euius aid A ee eS 1, 305 
ii MMC c 8, 877 
Weapons Production Program__..........-----------.----- 476 
European Area Program__...-.--------------------------- 1, 147 
NEAR EAST/SOUTH ASIA ¡cocina nicas 302, 489 
Afghanistan: c dedos coe pete cee qM LI ER ts 68 
Greece c ts cc aculeis ires esed om coc ul, ce 63, 061 
Indio. decl sende ac E ese emi EE E eine SL iL 1) 
Ni ard pS P 37, 187 
DPA G uiu muc ec ere oh oad ca tee Mem ma s 2 su F 193 
POUT AA A 4, 436 
Lebanon 22. y ra e is ok a ees 106 
ON MCN "V" (1) 
PARIS NY, a a SS a a mQ (5) 
Sant ATA DIB s m cs nnm a a 2 ia 1,474 
hed HF See lei CR M A ANN D A RO 25 
EKO oo Sati le to oe ee Boe ae Eur cus À 111, 998 
Near East/South Asia Area Program__.______--------_------ 87, 781 
MAP Assets Applied to Country Programs... .............. — 3, 840 
AFRICA. uunc seas af nea sone x RUMP 29, 391 
CONTO. ad is u Sa 3 Eq 7, 015 
EthloDiazsris e seien e xi cR amu ie DE CL CE 10, 015 
E NAAA A i A LA ELLE LC E CAS 756 
IDONEA A er A LI KS AL M e e 1, 283 
Libya 22 cu yeh uyum e AL DAE Lau ood a dE ashka ou 2, 461 


See footnote at end of table. 


Military Assistance Program for Fiscal Year 1965—Continued 


AFRICA —Continued 
Mia NR NM EN NE ets LZ st a $566 
A Lm scent desu ae nies eee cuu uit apa ma ud eu 5, 920 
Nigeria: uc en aieo onc Ae UL CL s dtu A 383 
Senegal. sÍ 252222 A woe e i p ver 306 
TUNISIE den etu Shenk A AU c cu 339 
Upper Vollüc o iosielssecesue eee see cere cd t a 8 
Africa Area Program8S------------------------------------ 339 
FAR EASIER M ELI does LE d 698, 431 
China; Republic 0f ------------------------------------- 75, 149 
Indonesia u. so al eee esu Tas D Lr LAIT 180 
Japan us So Se ees Au ur lue es T ee LE 18, 531 
E hol ee eho i sio a eee Der t 129, 710 
[A ee ene nts papa ne ut us un cH NO (1) 
Malaysia sino ls os at PS 93 
Philippitieg AAA rs c aESELSCMA see det 23, 663 
"THAI. oc ha cera ie a CE DEC Le LAE (!) 
NAGAI 0 soc cu beh uec me a mue ore lo E LI EE (1) 
Far East Area Program. _____.-...----------------------- 502, 832 
MAP Assets Applied to Country Programs. ................ — 51, 727 
LATIN AMERICA ek aria Ee E ee 13, 333 
Argentina... ......... eue ne Mr UE MN C eee 12, 738 
Polisi; uuu sma A aan act e smua D DOE EOM LEE 2, 394 
Brasil. or oe eee ee ce» uude Le iL La asd 11, 414 
A A dc 9, 414 
Colombia cias ada 9, 139 
Costa: Hita a la 373 
Dominican Republic. ------------------------------------ 1, 657 
ECUAdor:. ss ota e aia 3, 599 
EbSalvadop: 0 a aL eut 738 
Guatemala ociosas cweLEE bu nU Es cate eels ue 1, 339 
Honduras ooo ete eee cena nd dote ee iae e id s 933 
E Lc cS wie E E AE eub a LU TS 231 
INICBTAPU AS ote fost oe beet Ble ee ies eae omm EE ddr 1, 206 
P pal zz om Sarana ua s teta cette dL lI. 220 
PAORO uu una ma D anms C ELEM asi Lue 1, 005 
xc ia oy oie E he eine OH sere Ss aise Sun c sz 9, 411 
Uruguay c. caecum ou x DII E e 2, 979 
NeneZueldz. pa 1, 528 
Latin America Area Program. ..._._-._---.---------------- 3, 015 
NON REGIONAL ice cick cows WEE Wi rex eae ss Rd ue 170, 376 
Administrative Expenses.__.........-.------------------- 24, 000 
Other Nonregional Programs._........-...---------------- 146, 376 


! Data classifled; included in the figure for the Area Program. 
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FREEDOM OF NAVIGATION AND NON-DISCRIMINA- 
TION 


The following statement is provided in compliance with Section 634 
(a) of the Foreign Assistance Act as amended: 

Governmental practices tending to discriminate between U.S. 
citizens on religious grounds continued to occur in some countries in 
the Near East, principally with respect to travel. The extent of these 
restrictions has been reduced over the years but there was little prog- 
ress in fiscal 1965. There has been some success in mitigating the 
effects of the Arab boycott on certain American firms and individuals. 
Recent amendments to the Export Control Act require American ex- 
porters to report to the Department of Commerce information about 
proposals to engage in restrictive trade practices or boycotts. The 
Secretary of Commerce encourages firms not to become involved in 
such arrangements. 

The Suez Canal remained closed to Israeli ships and cargoes. 
The state of Arab-Israeli relations continued to be the chief barrier to 
progress in removing this restriction. 
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AID ADVISORY COMMITTEES 


Advisory Committee on Economic Development 


Advises the Administrator and senior staff in the fields of research, 
evaluation, and planning assistance, and provides a channel of com- 
munication between the Agency and professional scholars concerned 
with developing countries. 

Edward S. Mason, Professor of Economics, Harvard University, 
Chairman. | 

Vincent Barnett, President, Colgate University. 

Hollis B. Chenery, Professor, Department of Economics, Harvard 
University. 

Emile Despres, Director, Research Center in Economic Growth, 
Stanford University. 

Allan R. Holmberg, Professor of Anthropology, Cornell Univer- 
sity. 

Max F. Millikan, Director, Center for International Studies, 
Massachusetts Institute of Technology. 

Lucian W. Pye, Professor of Political Science, Center for Inter- 
national Studies, Massachusetts Institute of Technology. 

Theodore W. Schultz, Professor of Economics, University of 
Chicago. 


Advisory Committee on Housing and Urban Development 


Provides advice and guidance in the administration of its respon- 
sibility in making investment guarancies for housing projects in ac- 
cordance with s2ctions 221 and 224 of the Foreign Assistance Act of 
1962, and general guidance in the development and administration 
of the Agency’s program of housing and urban development. 

Osborne T. Boyd, Deputy Director for Housing, AID, Chairman. 

Charles Abrams, Housing Consultant to the United Nations. 

Alexander Bookstaver, Economic Adviser for AFL-CIO. 

W. Evans Buchanan, Past President, National Association of 
Home-Builders. 

Arthur H. Courshon, Chairman of Board, Washington Federal 
Savings and Loan Association, Miami Beach, Florida. 

Neal Hardy, Deputy Administrator, New York City Rent and 
Rehabilitation Agency. 

Raymond P. Harold, President and Chairman of the Board, 
Worcester Savings and Loan Association. 

Nathaniel S. Keith, President, National Housing Conference. 

Frank M. Summers, Attorney at Law. 

Arthur T'onsmeire, Jr., President, First Federal Savings and Loan 
Association, Mobile, Alabama. 
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Benjamin Turner, Attorney and homebuilder. 
William L. C. Wheaton, Professor, University of California 
Institute of Urban and Regional Development. 


Advisory Committee on Private Enterprise in Foreign Aid 


To review existing programs for encouraging private investment 
and study new proposals for guarantees, for additional means of pro- 
tecting investments, and for new patterns of business-government 
cooperation. 

Arthur K. Watson, President, IBM World Trade Corporation, 
Chairman. 

Ernest C. Arbuckle, Dean, Graduate School of Business, Stanford 
University. 

Joseph A. Beirne, President, Communications Workers of America. 

William T. Golden, Chairman of Trustees, System Development 
Corporation. 

Henry T. Heald, President, The Ford Foundation. 

Kenneth D. Naden, Executive Vice President, National Council 
of Farmer Cooperatives. 

Edith Sampson, Associate Judge, Circuit Court of Cook County. 

Sydney Stein, Jr., Stein, Roe and Farnham. 

Murray A. Wilson, Past President, National Society of Profes- 
sional Engineers. 


Advisory Committee on Voluntary Foreign Aid 


Established as successor to the War Relief Control Board in 
1946 by the President to correlate Government aid programs with 
those of voluntary aid agencies. Registers U.S. voluntary, nonprofit 
agencies for foreign aid activities and approves their programs; 
certifies to their eligibility to participate in the overseas freight subsidy 
program for the shipment of their own donated supplies or relief, 
rehabilitation and technical assistance abroad as well as to participate 
in the food distribution program under Public Law 480. 

Charles P. Taft, Attorney at Law, Chairman. 

Margaret Hickey, Contributing Editor, Ladies Home Journal, 
Vice Chairman. 

Gordon M. Cairns, Dean, College of Agriculture, University of 
Maryland. 

Ugo Carusi, retired. 

John B. Faegre, Jr., Faegre and Benson, Minneapolis, Minnesota. 

Adelaide C. Hill, Institute of African Studies, Boston University. 

Raymond F. McCoy, Dean, Graduate School, Xavier University. 

James T. Nicholson, retired. 
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J. Edgar Rhoads, President, J. E. Rhoads & Son, Wilmington. 
Lessing J. Rosenwald, Chairman, Rosenwald Fund. 
Elmore R. Torn, Trans-Continental Gas Pipeline Corporation. 


Aid Advisory Committee on Research 


Established in December 1962 to advise on the development and 
administration of sound policies and programs of research on the prob- 
lems of the developing countries. 

Walsh McDermott, Cornell University, Chairman. 

Harrison Scott Brown, California Institute of Technology. 

Robert Alan Charpie, Union Carbide Company. 

Merle Fainsod, Harvard University. 

Allan R. Holmberg, Cornell University. 

Max F. Millikan, Center for International] Studies, Massachu- 
setts Institute of Technology. 

A. H. Moseman, Rockefeller Foundation. 

Arthur T. Mosher, Agricultural Development Council, Inc. 

Kenneth H. Parsons, University of Wisconsin. 

Roger Revelle, Center for Population Studies, Harvard School of 
Public Health. 

Eugene B. Skolnikoff, Massachusetts Institute of Technology. 

F. Joachim Weyl, Office of Naval Research. 

Abel Wolman, Johns Hopkins University. 

Jerrold R. Zacharias, Massachusetts Institute of Technology. 


Cooperative Advisory Committee 


Agricultural and cooperative specialists bringing to bear the 
. knowledge, resources and experience of non-Government organizations 

on the Agency's program. 

Herbert J. Waters, Assistant Administrator for Material Re- 
sources, AID, ex-officio, Chairman. 

James E. Bent, President, Hartford Federal Savings. 

John B. Clarke, Treasurer—Chief Business and Financial Officer, 
Howard University. 

Clyde T. Ellis, General Manager, National] Rural Electric 
Cooperative Association. 

Leon Keyserling, Economic Consultant. 

Kenneth J. Marin, President, Credit Union National Association. 

Kenneth D. Naden, Executive Vice President, National Council 
of Farmer Cooperatives. 

Herschel D. Newsom, Master, National Grange. 

James G. Patton, President, National Farmers Union. 

Walter Reuther, President, United Auto Workers. 
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Charles B. Shuman, Piesident, American Farm Bureau Federa- 
tion. 

Bishop Edward E. Swanstrom, Executive Director, Catholic 
Relief Services, National Catholic Welfare Conference. 

M. W. Thatcher, President, National Federation of Grain 
Cooperatives. 

Jerry Voorhis, President, Cooperative League of the U.S.A. 


Development Loan Committee 


The Committee, under the direction of the Administrator, estab- 
lishes policies, standards and criteria for lending operations. 

David E. Bell, AID Administrator. 

Donald W. Hoagland, Assistant Administrator, Office of Develop- 
ment Finance and Private Enterprise, AID. 

Harold F. Linder, Chairman of the Board of Directors of the 
Export-Import Bank of Washington. 

Anthony M. Solomon, Assistant Secretary of State for Economic 
Affairs. 

Merlyn N. Trued, Assistant Secretary of the Treasury. 


General Advisory Committee on Foreign Assistance Programs 


The Committee provides the Executive Branch with continuing 
advice on how to improve the effectiveness of our foreign assistance 
programs. 

James A. Perkins, President, Cornell University, Chairman. 

Dwayne O. Andreas, Chairman, Executive Committee, National 
City Bank of Minneapolis. 

Eugene R. Black, former President of the IBRD. 

Mrs. Everett N. Case, Chairman, Board of Trustees, Skidmore 
College. 

Luther H. Foster, President, Tuskegee Institute. 

Alfred M. Gruenther, former President of the American Red 
Cross. 

J. George Harrar, President, The Rockefeller Foundation. 

William R. Hewlett, President, Hewlett-Packard Company. 

Sol M. Linowitz, Chairman of the Board, Xerox Corporation. 

Edward S. Mason, Lamont University Professor, Harvard 
University. 

George Meany, President, AFL-CIO. 

Franklin D. Murphy, Chancellor, University of California at Los 
Angeles. 

Samuel M. Nabrit, President, Texas Southern University. 
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David Rockefeller, President, Chase Manhattan Bank. 
Arthur K. Watson, Chairman, IBM World Trade Corporation. 
William J. Zellerbach, President, Zellerbach Paper Company. 


The Interagency Police Group 


Assists AID’s Administrator in the coordination and leadership 
of U.S. police assistance programs. 

Byron Engle, Director, Office of Public Safety, AID, Chairman. 

Courtney A. Evans, Assistant Director, Federal Bureau of 
Investigation, Department of Justice. 

Arnold Sagalyn, Director, Law Enforcement Coordination, 
Treasury Department. 

Abe J. Moses, Officer in Charge, Internal Defense Policy, Politico- 
Military Affairs, Department of State. 

Maj. Gen. Carl Turner, Provost Marshal of the U.S. Army. 


Labor Advisory Committee on Foreign Assistance 


To advise and assist AID in its labor programs, policies, and 
problems. 

George Meany, President, AFL-CIO, Chairman. 

Joseph A. Beirne, President, Communications Workers of 
America. 

David Dubinsky, President, International Ladies Garment 
Workers Union. 

John J. Grogan, President, Industrial Union of Marine and 
Shipbuilding Workers of America. 

George M. Harrison, AFL-CIO, Vice President. 

Albert J. Hayes, President, International Association of Ma- 
chinists and Aerospace Workers. 

Joseph D. Keenan, Secretary, International Brotherhood of 
Electrical Workers. 

Joseph Kennedy, International Representative, United Mine 
Workers of America. 

O. A. Knight, AFL-CIO, Vice President. 

Ernest S. Lee, Assistant Director, Department ot International 
Affairs, AFL-CIO. 

Jay Lovestone, Director, Department of International Affairs, 
AFL-CIO. 

David J. McDonald, AFL-CIO, Vice President. 

Andrew C. McLellan, Inter-American Representative, AFL-CIO. 
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Lee W. Minton, President, Glass Bottle Blowers’ Association of 
the United States and Canada. 

A. Philip Randolph, President, Brotherhood of Sleeping Car 
Porters. 

Serafino Romualdi, Executive Director, American Institute for 
Free Labor Development. 

Walter P. Reuther, President, United Auto Workers. 

Emil Rieve, AFL-CIO, Vice President. 

Thomas Robles, International Affairs Department, AFL-CIO. 

James A. Suffridge, President, Retail Clerks International 
Association. 


Subcommittee on AID Matters of the Foreign Exchange Com- 
mittee of New York Banks 


Advises in the development of aid financing procedures and the 
drafting of regulations and their amendments. 

Edward G. Grimm, Vice President, Bankers Trust Company, 
Chairman. 

Arthur Bardenhagen, Assistant Vice President, Irving Trust 
Company. 

Milton S. Coe, Assistant Vice President, The Chase Manhattan 
Bank. 

Arthur C. Krymer, Vice President, Chemical Bank New York 
Trust Company. 

Anthony L. Leone, Assistant Vice President, First National City 
Bank. 

Harold T. McGrath, Assistant Secretary, Manufacturers-Han- 
over Trust Company. 

William E. McGraw, Assistant Vice President, Morgan Guaranty 
Trust Company of New York. 

Henry Reuter, Assistant Vice President, The Marine Midland 
Trust Company of New York. 
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Fiscal Year 1966 


For sale by the Superint of Documents, U.S. bi vernment Printing Office 
oa cs ; D.C. 20402 - Price 35 cents 


PRESIDENT'S LETTER OF TRANSMITTAL 


To the Congress of the United States: 


One of the clearest lessons of modern times is the destructive power 
of man's oldest enemies. Where hunger, disease and ignorance abound, 
the conditions of violence breed. 

For two decades, this lesson has helped to shape a fundamental 
American purpose: to keep conflict from starting by helping to re- 
move its causes and thus insure our own security in a peaceful world. 

Four Presidents and ten Congresses have affirmed their faith in this 
national purpose with a program of foreign assistance. 

The documents I transmit to the Congress today—the Annual Re- 
ports of our Foreign Assistance Program for fiscal 1966 and 1967— 
detail this program in action over a 24-month period. Their pages 
describe projects which range from the training of teachers in Bolivia 
to the fertilization of farmland in Vietnam—from the construction of 
& hydroelectric dam in Ethiopia to inoculation against measles in 
Nigeria. The reports tell of classrooms built and textbooks distributed, 
of milk and grain fortified with vitamins, of roads laid and wells dug, 
and doctors and nurses educated. 

These are accomplishments largely unnoted in the swift rush of 
events. Their effect cannot be easily charted. But they are nonetheless 
real. In the barrios and the rice fields of the developing world they 
have helped to improve the conditions of life and expand the margin of 
hope for millions struggling to overcome centuries of poverty. 

But the fundamental challenge stil] remains. The forces of human 
need still stalk this globe. Ten thousand people a day—most of them 
children—die from malnutrition. Diseases long conquered by science 
cut down life in villages still trapped in the past. In many vast areas, 
four out of every five persons cannot write their names. 

These are tragedies which summon our compassion. More urgently, 
they threaten our security. They create the conditions of despair in 
which the fires of violence smoulder. 

Our investment in foreign aid is small. In the period covered by these 
reports, it was only five percent of the amount we spent for our defense. 

The dividends from that investment are lives saved and schools 
opened and hunger relieved. But they are more. The ultimate triumphs 
of foreign aid are victories of prevention. They are the shots that did 
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not sound, the blood that did not spill, the treasure that did not have to 
be spent to stamp out spreading flames of violence. 

These are victories not of war—but over wars that did not start. 

I believe the American people—who know war's cost in lives and 
fortune—endorse the investment for peace they have made in their 
program of foreign aid. 


LxwpoN B. JOHNSON 
JANUARY 1968 


NorE: This letter serves to transmit Annual Reports for both fiscal years 1966 
and 1967. 
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I. INTRODUCTION 


Fiscal year 1966 marked a basic shift in emphasis in United States 
assistance programs abroad. American attention and resources were 
focused on the most fundamental needs of developing countries— 
enough food for their citizens, more and more from their own produc- 
tion; health facilities that assure at least the minimal benefits of mod- 
ern medicine and population control technology ; educational systems 
able to equip the young to meet the challenge they will inherit. 

These themes were not new to the Agency for International De- 
velopment. AID and its predecessor agencies had pioneered many of 
the techniques that helped produce agricultural breakthrough in 
Greece, roll back malaria in India or measles in West Africa, start 
Latin America toward effective educational reform. What was new 
was the decision to devote even more of the Agency's money, energy 
and know-how to these critical fields, effectively putting first things 
first. 


Tbe Beginnings of Cbange 


Less than half of fiscal 1966 remained when the new priorities 
were announced. Major program changes in a world-wide organization 
do not happen overnight. They take time and careful preparation. Yet, 
maintaining its high self-help standards and conditions, the Agency 
committed $824 million for worthy projects and programs in these 
fields, compared to $616 million originally contemplated—an increase 
of 33 percent. 

These commitments comprised nearly a third of AID’s total fiscal 
1966 commitments of $2.665 billion. They included: 


e $561 million for agriculture, compared with initial 
planning of $393 million. 

° $126 million for health, compared with the earlier 
plan calling for $114 million. 

e $137 million for education, compared with $109 
million first projected. 


Yet money amounts do not tell the full story. Money can pay for 
such vital supplies as fertilizer, new seeds, pesticides, medical equip- 
ment and books. But the most critical commodity in these fields 1s 
knowledge. And knowledge means people—people with the talent, the 
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patience, and the dedication to press forward year after year with the 
long, slow business of changing the habits of centuries. 

Thus, it is an equally significant indicator that in fiscal 1966 AID 
financed nearly 1,200 technical advisors in agriculture alone, an in- 
crease of 16 percent over fiscal 1965. 


Tbe Importance of Family Planning 


And in the vital area of family planning—upon which long-run 
economic advance largely depends—AID more than doubled expendi- 
tures compared with the previous year. Even then, the amount of 
money committed was not large; it was under $6 million. But once 
again, money is not the primary problem. Family planning must be 
voluntary, entered into by each family and each country according to 
its own view of the personal and moral questions involved. Most de- 
veloping countries are only now reaching such decisions and reflecting 
their conclusions in public programs. Only when these have been for- 
mulated is there need for jeeps and trucks and equipment for clinics. 
Even when these programs are operating at full capacity, money needs 
will not be large by economic standards. But no activity is more im- 
portant to the economic and social well-being of the developing world. 
And, regardless of the amounts of money involved, none will get closer 
and more constructive attention from AID. 

Family planning is perhaps the most obvious example of the 
general proposition which underlies the full spectrum of AID activ- 
ities: development is always largely the product of self-help. AID 
cannot establish investment priorities, collect taxes, direct local gov- 
ernmental units, or enact land reform. Nor can AID provide the major- 
ity of development capital. In fiscal 1966, in fact, major AID recipients 
averaged $8 in resources committed to development for every $1 pro- 
vided by AID. 

What AID can do is help those who have the will to help them- 
selves. AID can provide the critical margin of capital and know-how 
which often means the difference between stagnation and progress. AID 
is a goad, a guide, a catalyst. It is most successful when its relatively 
small injections of resources are so strategically placed as to bring out 
local capital, imagination, and drive. This process, repeated again and 
again, is the only known road to sustained economic growth. 


Tbe Effectiveness of Concentration 


To maximize its effectiveness, AID concentrates the bulk of its 
resources in a very few countries. In fiscal 1966, 79 percent of its bilat- 
eral aid went to only 10 countries— Brazil, Chile, Colombia, India, 
Korea, Laos, Pakistan, the Dominican Republic, Turkey and Vietnam. 
Another 11 percent went to a second group of ten. The remaining 10 
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percent was invested in carefully chosen programs in another 54 
countries, largely in Africa. In each case, whatever the size of country 
and program, commitment of AID funds was preceded by the most 
intense study of economic and technical feasibility. Nobody's interests 
are served by waste. In AID's business, an ounce of careful preparation 
is worth many tons of tardy enlightenment. 

AID recognizes fully that government financing can provide only 
part of the capital needed to solve the world's vast development prob- 
lems. For this reason, the Agency—following the guidelines of the 
Advisory Committee on Private Enterprise in Foreign Aid headed 
by Arthur K. Watson—has stepped up its drive to encourage more 
involvement by private U.S. resources in overseas development. AID 
has continued to provide investment guaranties, investment survey 
grants and loans of foreign currencies to American business. The 
Agency also devised a new method of stimulating participation in 
foreign development by institutional lenders such as trust funds and 
pension funds. Additional efforts will be made to create a partnership 
between the United States Government and private American resources 
in the task that must engage our best talents—the war on poverty, 
hunger, disease, and ignorance in the developing world. 
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II. ECONOMIC ASSISTANCE PROGRAM 


AID committed $2.665 billion for foreign economic assistance pro- 
grams in fiscal 1966, $486 million more than in fiscal 1965. Seventy-five 
percent of the increase was in Supporting Assistance and Contingency 
Fund commitments resulting from requirements in Vietnam. In fiscal 
1966, Vietnam received almost twice as much AID assistance as any 
other country, accounting for more than one-fifth of the total Agency 
program. 

The AID program in fiscal 1966 continued to emphasize long- 
term development in Asia, Africa and Latin American through Devel- 
opment Loans and Technical Cooperation Grants. These two activities 
accounted for 58 percent of total commitments in the year. 

Commitments in fiscal 1966 were as follows: 


Millions 
Country and regional program8.................... $2, 383.8 
Development Loans................. $1, 232.0 
Technical Cooperation.............. 248.0 
Supporting Assistance............... 697.9 
Contingency Fund.................. 205.9 
Non-Regional Programs.......................... 74.2 
(Development Loans, Technical Cooperation 
Grants, Supporting Assistance and Contingency 
Fund Commitments) 
Contributions to International Organizations........ 137.8 
ODER iiie» aa e Dr RR PU E RED chains 69.2 
Total. sius etu s REDDRESAEGUORDIS as $2, 665.0 


CONCENTRATION OF ASSISTANCE 


Continuing its practice of the past several years, AID concen- 
trated assistance in fiscal 1966 in relatively few countries. The Agency 
now directs most of its assistance to countries which are making 
maximum self-help efforts or whose needs are greatest. 

Ten countries accounted for 79 percent of AID’s bilateral assist- 
ance in the year. In order of size of commitments, they were Vietnam, 
India, Brazil, Korea, Turkey, Pakistan, the Dominican Republic, 
Chile, Colombia and Laos. 

AID's Development Loans were even more concentrated. Seven 
countries—India, Brazil, Turkey, Pakistan, Chile, Colombia and 
Korea—received more than 83 percent of the Development Loans 
authorized in the year. 


Five countries— Vietnam, Korea, Laos, Jordan and Thailand—re- 
ceived 89 percent of all Supporting Assistance. Vietnam alone ac- 
counted for 67 percent of Supporting Assistance. 


PROGRESS OF ASSISTED COUNTRIES 


AID assistance is designed to encourage and help less developed 
countries achieve self-sustaining growth. When they have reached this 
point, or have found other development resources, AID ends assistance 
to them. Several countries made substantial and encouraging progress 
toward economic self-sufficiency in fiscal 1966. 

AID assistance to Iran is gradually being ended. The Agency 
discontinued loans to the country on concessional terms during the 
year because increased petroleum revenues enabled Iran to obtain for- 
eign financing on conventional terms. However, AID will provide Iran 
with technical help in the fields of agriculture, education and public 
administration through part of fiscal 1968. It also will give assistance 
under the Food for Freedom program. 

Turkey's Second Five-Year Plan assumes an end to AID con- 
cessional assistance by 1973. During the first three years of its First 
Five-Year Plan (1963-67), the country achieved & 6 percent annual 
increase in gross national product compared with a plan target of 7 
percent; a 10 percent per year increase in industrial production, and 
a higher-than-expected level of private investment. During 1966 the 
Turkish economy continued to make substantial gains, and the rate 
of increase in gross national product may well havé exceeded 8 percent. 

In the two years since gaining independence, Kenya has estab- 
lished an increasingly efficient government administration. The coun- 
try has followed sound internal fiscal policies, the flight of capital has 
been reduced and foreign investment is being encouraged. In 1966 
Kenya adopted a soundly conceived development plan which em- 
phasizes agricultural growth and the training of specialists needed for 
economic and social progress. 

U.S. assistance through AID obviously has contributed to the 
progress of these and other countries. Nevertheless, most of the credit 
must go to the countries themselves; progress has resulted largely from 
their own efforts. Experience has shown that, when a country being 
given outside assistance does not advance, it is principally because the 
country has been unwilling to take the necessary self-help measures. 
In this case, no amount of assistance will produce economic growth. 
This fact is a guiding principle of the AID program. 


EFFECT ON BALANCE OF PAYMENTS 


In recognition of U.S. balance of payments problems, virtually all 
AID assistance is “tied” to the purchase of American goods and serv- 
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ices. The Agency sends goods and services to developing countries but 
keeps the dollars to pay for them here in the United States. Thus the 
net impact of the AID program on the balance of payments deficit 1s 
minimized. 

AID also has minimized the potential dollar drain of untied ex- 
penditures. It has adopted policies which result in maximum use of 
foreign currencies obtained through sale of U.S. surplus agricultural 
commodities and which restrict offshore procurement. 

AID-financed commodity expenditures in fiscal] year 1966 totaled 
$1.2 billion. All but $121 million or about 10 percent of this total was 
for U.S.-supplied commodities. Further, with only minor exceptions, 
the source of offshore procurement was limited to selected developing 
countries which accepted payment in dollars tied to the financing of 
imports from the United States. 

When AID expenditures of all kinds are considered, 77 percent 
of the $2.1 billion total was spent in the United States. Equally signif- 
icant were the even more rigid policies governing fiscal 1966 commit- 
ments for future expenditures. As a result, percentages for AID funds 
spent in this country will increase. 

As recently as fiscal 1962, AID's expenditures abroad totaled 
nearly $1 billion. Stringent tying in subsequent fiscal years has sharply 
reduced offshore expenditures. In fiscal 1966, AID's offshore payments 
were $503 million,’ about 23 percent of total Agency expenditures. 
This percentage was higher than estimated at the start of the fiscal 
year, because of increased offshore payments to meet the requirements 
of Vietnam. 

In fiscal 1966, AID had foreign assistance receipts from abroad 
totaling $183 million. These receipts, primarily repayments of prin- 
cipal and interest on loans made by AID and predecessor agencies, 
reduced the year's net total of payments abroad under foreign eco- 
nomic assistance programs to about $320 million. 

Tying of AID assistance to the purchase of U.S. goods and serv- 
ices has sharply increased participation of American business and 
industry in the foreign aid program. 

The greatest gain has occurred in U.S. supplier's share of AID- 
financed commodities. In fiscal 1960, American firms supplied only 41 
percent of AID-financed commodities—$423 million of a $1 billion 
commodity total that year. However, in fiscal 1966 U.S. firms supplied 


* This measure of the foreign economic aid “dollar drain" is sometimes questioned 
as too high because of "feedback" or too low because of “substitution.” "Feedback" 
refers to the fact that a substantial share of the dollars AID spends in less developed 
countries or contributes to international organizations comes back to the United States 
to pay for more American goods and services. "Substitution" refers to the fact that 
when aid is tied, the less developed countries may reduce American purchases made 
from their own limited dollar earnings. However, AID studies indicate that at current 
levels of tying the real effect of the economic aid program on the U.S. balance of 
payments is approximately the same as the apparent effect cited in the text. 
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90 percent of ATD-financed commodities. AID-financed export ship- 
ments from the United States to Asia, Africa and Latin America 
totaled $1.1 billion. Businesses in virtually every state in the union 
shared in supplying the AID-financed purchases. 

American shipping lines are paid about $85 million annually to 
carry AID-financed cargoes to their destinations. The Cargo Prefer- 
ence Act requires that at least 50 percent of U.S. foreign assistance 
cargoes be carried in American vessels if available. In fiscal 1966, as 
in 1965, AID again exceeded this minimum. 


FOOD PROBLEMS AND POPULATION POLICY 


Food production in the developing countries has been rising, but 
not as rapidly as the demand for food. With populations increasing 
at a rate of 215 percent to 3 percent a year, food production per 
person in the less developed countries has barely kept pace. In some 
countries it has declined. 

The less developed countries now have a food deficit of 16 million 
tons of grain annually, met by imports from developed countries. 
This deficit can be expected to grow to 42 million tons by 1975, and to 
88 million tons by 1985, if food output continues to increase at the 
present rate, the population grows at projected rates and a modest in- 
crease in per capita food demand occurs. À food shortage of this size 
would amount to a world-wide disaster. The developed countries could 
not meet the need, even if they substantially increased their food 
production. 

Decause of this ever- widening food gap, AID is giving priority 
attention to agricultural growth in the developing countries. It is also 
providing increasing assistance with population policy and family 
planning programs—an essential part of the effort to achieve a better 
balance between available food supplies and people to feed. 


Assistance Witb Agriculture 


AID project and program loans? in fiscal 1966 emphasized agri- 
cultural production and rural development. Twenty-five of the 81 
project loans approved in the year will help increase farm output or 
stimulate rural development. 

Major program loans AID approved in the year also will help 
raise farm production. For example, loans to India, Pakistan and 
Afghanistan will help them import fertilizers and equipment needed 
to increase farm output. 

In another move to help overcome the growing food shortage, 
AID increased the number of direct-hire or contract technicians as- 


_ * Project loans support distinguishable projects. Program loans support an economy 
in general, normally through import of needed commodities. 
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signed to agricultural and food programs from a thousand at the 
end of fiscal 1965 to 1,164 by the close of fiscal 1966. 

AID and the U.S. Department of Agriculture continued to co- 
operate closely on technical assistance to the developing countries. 
Their joint activities included training of foreign agricultural tech- 
nicians, introduction of better farming methods, and help to develop- 
ing countries in establishing extension services, research stations, 
credit cooperatives and other organizations necessary for modern 
farming. 

Malnutrition, caused by lack of balance in diet, is à major prob- 
lem in the developing countries. AID helped by fortifying foods sent 
abroad under Public Law 480 (Food for Peace) donation program. 
Last year it fortified nonfat dry milk with vitamins À and D; fortified 
flour and cornmeal with calcium; and added vitamins and minerals 
to blended grains, oilseed and milk foods. It also undertook pilot tests 
of high protein food formulations, such as gelatinized processed corn- 
meal, soy beverage and a special nutritious food for children. 


Public Law 480 


AID operations under the Foreign Assistance Act were supple- 
mented by exercise of responsibilities under Public Law 480. AID ad- 
ministered the law overseas and integrated its benefits with other 
assistance. 

In fiscal 1966, sales and grants under PL 480 totaled $1.909 billion. 
Agreements with 18 countries for local currency sales of surplus com- 
modities under Title I of the law totaled $1.039 billion of which $640 
million was reserved for development projects and $50 million for 
loans to private enterprise. 

Under Title II, commodities worth $234 million (including 
freight) were donated to 25 countries and the World Food Program 
for such purposes as disaster relief, community development and 
school feeding. In the same period, 72 million persons received $246 
million in food, donated under Title III, for distribution by AID- 
accredited voluntary agencies working in developing countries. Agree- 
ments for dollar credit sales under Title IV totaled $406 million. 


Assistance with Family Planning 


AID is providing growing support to country programs in popu- 
lation and related areas, including family planning. The Agency will 
help a country determine the scope of its population problems, assist 
it in training health personnel, and provide technical and other as- 
sistance for educational purposes in family planning programs. 

AID has three primary criteria for family planning assistance: 
the developing nation must request U.S. help; its family planning 
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program must be consistent with the cultural, social, religious, and 
political beliefs of its people; participation must be voluntary. 

In fiscal 1966, AID committed about $5.7 million to help develop- 
ing countries measure and solve their population problems, for example 
by assisting national population planning programs in Honduras and 
South Korea. In June 1966 the Agency authorized the first loan for 
direct assistance with a family planning effort. The loan for $3.6 mil- 
lion—to Turkey— will provide transport for Turkish health specialists 
to reach the country's villages and establish family planning centers. 
Other countries that have requested assistance are Costa Rica, Ecua- 
dor, India, Jamaica, Pakistan and the United Arab Republic. 

AID's work in the field of population planning is closely coordi- 
nated with programs of the U.S. Public Health Service, the Pan Ameri- 
can Health Organization, and other U.S. agencies and international 
organizations. AID also has contracted with a number of universities, 
including the Universities of Notre Dame, Hawaii, Michigan and 
North Carolina and Johns Hopkins University, to provide training 
in population projects, personnel for overseas work, and research. 


PRIVATE ENTERPRISE IN DEVELOPMENT 


AID believes that a vigorous private sector is essential to sound 
and adequate economic growth of developing nations. It further be- 
lieves that American private enterprise not only can greatly assist this 
process through investment overseas but that it must do so in recogni- 
tion of its own stake in future peace. 

During fiscal 1966, AID authorized $85.3 million in dollar loans 
to intermediate credit institutions which provide capital on reasonable 
terms for private ventures in developing countries. The major share 
of the loans, $72.3 million, went to industria] development banks, agri- 
cultural credit institutions and cooperative banks in Latin America. 

AID also authorized $15.6 million in direct dollar loans to private 
American and foreign borrowers. 


Tbe Role of American Know-How 


AID financed the contract services of 149 American advisers to 
work on such developing country projects as investment centers, de- 
velopment banks, industrial districts and surveys of private investment 
opportunities. 

The Agency continued to support the work of the International 
Executive Service Corps, a private, non-profit organization directed 
and managed by U.S. businessmen. The IESC provides experienced 
American volunteers to help firms in the less developed countries 
improve their management, production and marketing. 
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AID also expanded its programs to encourage private American 
investment in the developing countries. 

Seventy-three less developed countries are now participating in the 
program under which AID insures American investments in their 
countries against certain risks. Four more countries—Rwanda, Brit- 
ish Honduras, Ceylon and Singapore—agreed during the year to 
participate in the Investment Guaranty Program. Investment guar- 
anty agreements with four other nations—Thailand, India, Honduras 
and Nicaragua— were amended to provide broader coverage. 


Protection of Private Investment 


During the year, AID wrote 601 contracts for $1.079 billion pro- 
tecting private American investments in less developed countries 
against specific risks of inconvertibility loss due to expropriation, and 
loss due to war, revolution or insurrection. 

The Agency also wrote one guaranty under the Extended Risk 
Guaranty Program, in which it will insure up to 75 percent of an 
American investment against all risks except fraud or misconduct for 
which the investor is responsible. AID wrote this guaranty under a 
new, liberalized plan which permits institutional lenders to participate 
in the 75 percent fully-guarantied portion of a loan without having to 
invest in the remaining 25 percent. The 25 percent portion, which can 
be insured by AID against specific risks, may be supplied by commer- 
cial banks and may mature first. 

The Extended Risk Guaranty written in fiscal 1966 covers 75 per- 
cent of a $5.4 million loan made by a group of American institutional 
lenders to a paper company in Bangkok, Thailand. AID also provided 
specific risk coverage for the 25 percent portion of the loan, which 1s 
being supplied by two American commercial banks. Besides the U.S. 
financing, about 1,170 Thai investors are providing funds for the proj- 
ect, whose total cost 1s estimated at $28 million. 

The total value of AID Investment Guaranty coverage outstand- 
ing rose in fiscal 1966 to $3 billion—a net increase of $900 million over 
the preceding year, and the largest annual increase in coverage since 
the start of the program. Claims paid through fiscal 1966 amounted to 
only $267,825. 


Sbaring Costs 


To further encourage private American investment in the develop- 
ing countries, AID will share with U.S. firms the costs of surveying 
specific investment opportunities. AID pays half of the survey costs if 
the investment is not made. AID approved 59 Investment Survey Par- 
ticipation grants in the year, bringing to 205 the number approved 
since the program got under way in fiscal 1963. Eighty-nine surveys 
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have been completed and 22 firms are proceeding with investments to- 
taling about $57 million. 

AID approved the equivalent of $42.9 million in local currency 
“Cooley loans" in fiscal 1966 either to American firms and their affili- 
ates or to foreign firms using American agricultural products. About 
$33 million of the total was for projects in the Near East and South 
Asia region, in such fields as food processing, pharmaceuticals, cement 
production and metal fabrication. Loans also were made in the Far 
East ($5.6 million) ; in Europe and Africa ($2.4 million) ; and in Latin 
America ($1.9 million). They covered a wide range of projects—for 
example, expansion of a fish packing plant in the Philippines, building 
of an agricultural products refinery in Sudan and construction of hous- 
ing in Bolivia. 

The Advisory Committee on Private Enterprise in Foreign Aid, 
whose chairman was Arthur K. Watson, submitted its final report to 
the AID Administrator. The report provides valuable advice and guid- 
ance for AID's efforts to encourage private participation in overseas 
development. Many of the committee's recommendations, including a 
reduction in fees for Specific Risk Guaranties, have been adopted. 

In response to the President's directive to encourage greater food 
production in developing countries, AID emphasized rural cooperative 
development during the year. Some 360 AID-financed technicians 
worked on cooperative development. AID worked with cooperatives 
which have nearly five million family members in 25 countries. It gave 
Latin America greatest attention, focusing assistance on the estab- 
lishment of savings and loan associations, credit unions, and coopera- 
tives for housing, farm credit, handicraft marketing and rural 
electrification. 


USE OF EXCESS PERSONAL PROPERTY 


The Foreign Assistance Act authorizes AID, in anticipation of 
overseas needs, to acquire equipment declared excess by Federal agen- 
cies. This enables AID to provide equipment for developing country 
programs and projects at prices far below those of new property and 
gives greater assurance that equipment will be available at the point of 
use when it is needed. 

During fiscal 1966, AID provided, for program and project use, 
equipment which had an original value of about $35 million. The 
Agency expanded shipments from excess property utilization offices 
located at Frankfurt, Germany, and Tokyo, Japan. These offices pro- 
vide highly effective support because of their nearness to users, and 
because of the limited number of claimants to excess U.S. property in 
their areas. Reconditioning of equipment by these offices has no ad- 
verse effect on the U.S. balance of payments, since the servicing firms 
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are paid from the proceeds of sales of U.S. surplus agricultural 
commodities. 


MANAGEMENT PROGRESS 


AID administrative improvements during the fiscal] year focused on 
increased automation of fiscal and personnel data; improved contract- 
ing procedures with private resources; a major effort to achieve econ- 
omies in Agency operations; and greater flexibility in organization to 
meet changing program needs, including the emergency requirements 
of Vietnam. 


Personnel 


AID had 15,472 direct-hire employees (U.S. and foreign nation- 
als) on June 30, 1966, a net increase of only 374 in the year despite the 
stepped-up demands of Vietnam. If personnel engaged in the Vietnam 
program are excluded, the number of direct-hire employees declined for 
the third successive year. 

The Agency made major changes in its personnel program to im- 
prove operations and strengthen the AID staff. For example, AID set 
up a special recruiting unit that will emphasize this part of the Agen- 
cy's work; appointed some 120 outstanding young college graduates 
to junior officer positions at home and abroad; established training 
centers in Hawaii and Florida for employees assigned to Vietnam, and 
expanded the Agency's language training facilities. More than 1,600 
employees were given language training in the year. 


Relations witb Otber Agencies 


Through joint efforts, AID and other foreign affairs agencies elim- 
inated nearly 50 differences in their administrative regulations, chiefly 
pertaining to overseas operations, reduced overlapping and dupli- 
cate information reporting requirements and improved exchange of 
information among the agencies. AID also improved and simplified 
the procedures and fiscal arrangements through which specialists of 
other Federal agencies serve under AID contract in developing 
countries. 


Internal Organization 


AID established comprehensive planning, programming and 
budgeting systems for its assistance to nine major aid-receiving coun- 
tries. It also set up a pilot system designed to improve reporting and 
evaluation of technical assistance programs. 

Over 150 individual cost reduction actions were taken during the 
year, resulting in more economical purchasing, contracting and trans- 
portation of commodities. Through these savings, $33.1 million was 
made available for high priority programs and to help meet increased 
Agency operating costs. 
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AID and Embassy logistics and administrative support staffs were 
consolidated in five additional countries. Studies aimed at similar con- 
solidations were conducted in six other countries. 

The Agency also continued to stress frequent and impartial evalu- 


ations of AID's country assistance programs. Members of the Gen- ` 


eral Advisory Committee on Foreign Assistance Programs, whose 
chairman is James A. Perkins, President of Cornell University, visited 
17 countries during fiscal 1966 to determine the effectiveness of AID 
assistance. Operations Evaluation Teams made up of senior AID of- 
ficials and representatives of business, the professions and other gov- 
ernment agencies reviewed AID programs in 14 countries. 


Fiscal Management and Automation 


AID took additional steps to reduce the already small impact of 
its programs on the U.S. balance of payments and to increase the 
use of excess local currencies in lieu of dollars. The Agency expanded 
its use of commercial letters of credit. issued through U.S. banks to 
assisted countries. AID then receives local currencies to finance its 
activities in these countries. A similar “U.S. Source Letter of Credit" 
was developed for use in a limited number of cases where AID- 
financed goods are shipped from sources other than the United States. 

Use of automatic data processing was expanded and contributed 
to a more efficient and economical operation. For example, all U.S. 
personnel, including nearly 7,500 employees at 80 stations in the 
United States and around the world, were brought under the cen- 
tralized automated payroll system. 
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III. ECONOMIC PROGRAM BY REGIONS 


Increased requirements in Vietnam nearly doubled AID's com- 
mittments in the Far East in fiscal 1966. They totaled $860 million, 
compared with $450 million the previous year. Commitments to finance 
A ID's portion of the Alliance for Progress and other Latin American 
programs continued an upward trend. They rose by 16 percent. to a 
new high of $684 million, compared with $588 million in fiscal 1965. 
The Near East and South Asia region was third in tota] commit- 
ments—$663 million in 1966, a decline from $694 million the previous 
year. In Africa, the 1966 figure was $177 million, slightly larger 
than the $164 million committed in 1965. 


Fiscal Year 1966 Country and Regional AID Commitments 
[Millions of dollars) 


Appropriation Category 


Region Total 
Develop- | Technical Sup- Con- 
ment co- porting |tingency 
loans operation |assistance| fund 
Total for regions 
(excludes non- 
regional)...... $2,393.8 $1, 232.0 | $248.0 | $697.9 | $205.9 
Far East.......... 859. 8 80. 0 44.5 594. 8 140. 5 
Latin America..... 684. 1 505. 4 78. 5 44.8 55. 4 
Near East/South 
Asia............ 663. 2 576. 2 43. 8 34. 8 8.3 
1.7 


ATCA pesa ass es 176. 7 70. 4 81.2 23. 5 


NoTE: Details may not add to totals due to rounding. 


NEAR EAST AND SOUTH ASIA 


Approximately 87 percent of AID's commitments in the Near 
East and South Asia region in fiscal 1966 was in Development Loans— 
the highest percentage for any region. The total amount was $576 
million compared to $606 million in fiscal 1965. Most Development 
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Loan funds committed to the region were to help countries finance 
U.S. imports needed for comprehensive development programs or for 
particular economic sectors. This type of assistance for India in- 
creased from $190 million in fiscal 1965 to $300 million in fiscal 
1966, including $50 million for fertilizer imports to increase agricul- 
tural production and $250 million to support an import liberalization 
program. Pakistan and Turkey also received substantial similar 
assistance. 

Technical Cooperation obligations fell from the fiscal 1965 level. 
Only India, Cyprus and regional programs showed increases. 

Supporting Assistance commitments in the region also declined. 
Jordan and Yemen were the only countries receiving this type of 
grant assistance. 

Among AID-financed capital projects or technical assistance ac- 
tivities concluded during the year were the following: 


e The Trombay Thermal Power Plant near Bombay, 
India, was formally commissioned. It will add 140 
megawatts of power to one of India's most populous 
and heavily industrialized areas. An AID loan of 
$17.9 million helped finance the purchase of U.S. ma- 
terials and construction and engineering services. 

* In Jordan, AID successfully ended its help with 
economic and social development of the East Ghor 
area. AID gave technical and financial assistance in 
establishing agricultural credit facilities, a coopera- 
tive marketing system, a health center, à community 
center and a system of farm-to-market roads. 

* In Iran, AID concluded the development of centers 
where soldiers are trained in skilled trades for use 
after release from military service. Ás part of the 
project, AID helped train 152 teachers. The Iranian 
armed forces will now train about 7,200 soldiers an- 
nually without AID assistance. 

e Similarly, during the year AID ended technical as- 
sistance to the Osmania Medical College, Hyderabad, 
India. With AID's help, curriculum and physical fa- 
cilities were improved and 229 faculty members were 
trained for medical education institutes. 


LATIN AMERICA 


AID's increased commitments to Latin America in fiscal 1966 
reflect. the continued emphasis on Western Hemisphere development 
begun under the Alliance for Progress. In a message delivered by 
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Secretary of State Rusk to the Second Extraordinary Inter-American 
Conference at Rio de Janeiro in November 1965, the United States 
pledged assistance beyond the original 10 years contemplated for the 
Alliance to those nations prepared to continue helping themselves and 
their neighbors. 

The determination of the Latin American nations to help them- 
selves is evident in their actions and their progress. By the end of 
fiscal 1966, 15 countries had instituted land reform programs includ- 
ing land distribution and establishment of production and marketing 
services. Particularly encouraging is the achievement by Latin Ameri- 
can nations of a 2.5 percent increase in per capita gross national 
product in each of the last two years. 

Development Loans accounted for 73 percent of AID's fiscal 1966 
commitments in the region. Loans totaled $506 million, compared with 
$442 million in the previous year. Brazil received the largest loan 
total, $229 million. The Dominican Republic received $14 million, Chile 
$90 million, Colombia $82 million and Bolivia $22 million. 

The $78.5 million Technical Cooperation program in Latin Amer- 
ica was the largest world-wide. As one part of the program, funds of 
$1.8 million provided for 117 U.S. Internal Revenue Service advisory 
and training experts to help 18 countries improve tax administration 
and collection. With previous AID help, the countries increased their 
tax collection from $7.3 billion in 1960 to $9.2 billion in 1964. Collec- 
tions in 1964 were 8.2 percent higher than in 1963. 

AID committed $45 million from Supporting Assistance and $55 
million of Contingency Funds to Latin America in the fiscal year. 
Nearly three-quarters of this more than $100 million total was allo- 
cated to the Dominican Republic as emergency support following the 
April 1965 uprising and the ensuing political crisis. 

By the close of fiscal 1966, AID technical and capital assistance 
under the Alliance for Progress had contributed to better education 
and health and an improved standard of living for many millions of 
Latin Americans, In the field of education, over 14 million textbooks 
had been distributed, 140,000 teachers trained, and 27,000 classrooms 
constructed. Latin Americans were receiving medical care from 1,2 
health centers, 56 million people had been protected against malaria, 
and 16 million children were participating in school lunch programs. 
Other illustrations of progress: 225,000 homes had been built or were 
under construction and 2,700 new rural wells were serving 8 million 
people. 

FAR EAST 


AID's program in the Far East was dominated by assistance to 
Vietnam in its struggle for freedom, Vietnam received $593 million 
out of total Agency commitments to the region of $860 million. 

Supporting Assistance continued to account for the largest part 
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of AID commitments. The $595 million of Supporting Assistance 
funds committed in the year, together with $140 million from the 
Contingency Fund, represented 85 percent of commitments in the Far 
East. 

Development lending in the region increased moderately. The 
Agency approved 11 loans totaling $80 million, compared with loans 
amounting to $69 million in the previous year. All Development Loans 
in fiscal 1966 went to Korea, whose growing economic strength is mak- 
ing possible a steady shift of AID assistance from grants to loans. 
The Agency authorized 10 project loans totaling $70 million to Korea. 
It also authorized a program loan of $10 million to the Korean Gov- 
ernment—the Agency's first program loan to the country—for use in 
importing raw materials and semi-processed goods. 

Technical Cooperation obligations in the Far East totaled $14.5 
million, more than a 10 percent increase over fiscal 1965. Assistance 
was concentrated in rural development and health and educational 
programs in Vietnam, Laos and Thailand. 

The largest component. of AID assistance to Vietnam was the 
Commercial Import Program which helped provide essential require- 
ments of the economy and control inflation. The sale of these imports 
absorbs excess purchasing power and provides funds to help finance 
the war effort. AID import financing for Vietnam in the year totaled 
$398 million. 

The Agency also assisted the Government of Vietnam with an 
extensive rural development program, refugee resettlement programs 
and strengthening of the country's police forces. 

In the rural development program, AID helped construct local 
schools and health clinics: educate teachers; technicians and health 
workers; guide and assist farmers with better farming methods; build 
local leadership for effective local government ; and train local security 
forces in the villages. 

In fiscal 1966, over 3,000 classrooms were built and almost 5 mil- 
lion textbooks were distributed. Almost 900,000 pupils were enrolled 
in schools which AID has assisted over the years, either financially or 
with technical advice and guidance; 4,500 of them were studying to 
be teachers. In fact, about one-third of all the teachers in Vietnam 
have received their basic training in AID-assisted colleges and normal 
schools. 

Vietnam’s refugee problem continues to be serious, but with 
AID's help about a half-million refugees have been provided food, 
shelter and medical care and have subsequently been returned to their 
villages or resettled. 

In the health field, during fiscal 1966, 8 million Vietnamese were 
vaccinated for smallpox and 4.5 million were immunized against 
cholera. About one-fourth of the population is now protected from 


18 


malaria. AID has helped Vietnam renovate 10 key province hospitals 
and build over 6,000 medical dispensaries or health stations. About 
600 doctors and 700 registered nurses have received their basic training 
as a result of AID programs, and 1,300 paramedical personnel have 
received some training in fields such as practical nursing, health edu- 
cation, sanitation, nutrition, etc. 

ATD is assisting the Government of Vietnam with a wide variety 
of agricultural programs to raise the living standards of the people, 
increase production and strengthen the agricultural base of the econ- 
omy. An agricultural extension service now operates in all provinces 
of the country. Almost two million acres of land were fertilized and 
113,000 acres irrigated during 1966. AID also assisted with land re- 
forms and provided $4 million of agricultural credit. 

The United States continued strong support for Asian efforts to 
achieve regional economic cooperation and development. Two major 
accomplishments were establishment of the Asian Development Bank 
and start of a program to develop new initiatives in regional education. 

Because of stepped-up support for the Mekong River Basin Pro- 
gram, AID obligations for regional projects increased to $15 million 
in fiscal 1966, compared with $1.9 million the previous year. AID 
committed $12.1 million, about one-half of the expected cost, to the 
Nam Ngum multi-purpose dam project in Laos. It also committed 
$1.4 million for a feasibility study of the proposed Pa Mong multi- 
purpose water resources project in Thailand. 

As in Vietnam and Korea, the AID program in fiscal 1966 con- 
tributed to long-range development and stability in other countries of 
the Far East. Over 1,700 Laotians were attending AID-assisted 
teacher training schools, and 1,200,000 textbooks were distributed. 
In Thailand, the Agency supported an intensified rural development 
and publie works program in the country's northeast region, which 
is threatened by Communist infiltration and guerilla activity. In the 
Philippines, AID concluded help with a four-year mineral project 
that resulted in discovery of more than 150 million metric tons of ore 
and an increase in value of the country's mineral production from $75 
million to $121 million a year. 


AFRICA 


AID assisted 34 African countries in fiscal 1966, and also gave 
assistance on a regional basis. The largest recipients of aid were the 
Congo (Kinshasa), Ethiopia, Liberia, Sudan, Nigeria and Tunisia. 
Together, these countries received 67 percent of total AID assistance 
to Africa. Ethiopia was the largest single recipient, primarily because 
of the start of several new development loan projects. Nigeria and 
Tunisia, the two African countries where AID conducts major pro- 
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grams in support of general development, continued to receive sub- 
stantial aid. 

AID gave increased emphasis to assistance on a regional basis 
and to encouragement of regional institutions. This approach is re- 
flected in an expanded regional program for control of measles and 
eradication of smallpox, and initiation of a project to help the East 
African governments improve their tax administration operations. 
Nineteen Western African countries are involved in the measles and 
smallpox program. By 1969, more than 110 million adults and children 
will be vaccinated against smallpox and 25 million children will be 
immunized against measles. 

AID committed $81 million for Technical Cooperation activities 
in Africa in the fiscal year, about the same as in the previous vear. 
Technical assistance was directed primarily toward increasing food 
production through agricultural training and research ; to education 
and manpower training, with priority attention to higher, secondary 
and vocational education; and to health and sanitation, including 
training of paramedical personnel. 

The Agency authorized $70 million for 19 Development Loans to 
19 African countries and 2 regional loans to the University of East 
Africa. Ethiopia was the largest loan recipient with loans totaling 
$29.9 million, including a loan of $21.7 million for construction of a 
dam and hydroelectric facilities at Finchaa in the Blue Nile Basin. 
Tunisia, the second largest loan recipient, received a $15 million pro- 
gram loan to finance raw materials, fuels and essential consumer foods 
required for the country's development effort. 

Supporting Assistance outlays to the region totaled $23.5 million, 
13 percent of the total African program. This continued a steady 
decline of Supporting Assistance since fiscal 1961, when 56 percent 
of the African program consisted of this type of assistance. 

AID has begun a new program under which commercial banks 
and investment houses that have international interests will locate 
investment opportunities in Africa and make them known to corporate 
investors. Feasibility studies will then be conducted by the possible 
investors under AID's Investment Survey Participation Program. 
AID has already arranged programs with six banks or investment 
houses. 

These were among the results of the AID program in Africa in 
fiscal 1966: 


e Twenty primary school classrooms constructed in 
Somalia under a joint AID-Peace Corps program. 
* Completion of assistance to a vocational education 
institute in Liberia, with total replacement of Amer- 
ican personnel by Liberians. 
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e Nearly 1,900 Africans from 30 different countries 
trained under AID-sponsored regional education 
programs. 

* Approximately 11,500 students enrolled in AID- 
assisted institutions at the collegiate or university 
level. 

* Achievement of full operation by an AID-assisted 
regional heavy equipment center in Togo, with pro- 
grams for 50 mechanics and 60 operators of heavy 
equipment from 9 countries. 

e Airlift to Zambia of more than 3.6 million gallons 
of diesel oil for industrial operations, needed when 
normal supplies were cut off. 

e Construction of new water systems benefiting over 
400,000 people. 

e Sudan's raising its average production of five prin- 
cipal food crops by approximately 20 percent over 
the last five years. 

e Protection from malaria of over three million 
Ethiopians. 
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IV. TECHNICAL COOPERATION 


AID’s technical assistance activities in fiscal 1966 stressed agricul- 
tural, educational and health progress of the developing countries, in 
accordance with the President's call for strong new emphasis in these 
fields. 

Of 6,503 AID-financed technicians at work in Asia, Africa and 
Latin America on June 30, 1966, nearly one-fifth—1,164 technicians— 
were engaged in programs to increase farm production and improve 
the nutritional content of food. About one-fifth of the technicians— 
1,283— were helping to strengthen educational systems of the develop- 
ing countries. More than 350 other technicians were assigned to 
urgently needed health and sanitation programs. 

AID sponsored the training of 4,910 foreign technicians (partici- 
pants) in the United States during the fiscal year. The numbers of 
participants, by regions, were: Latin America, 2,042; Africa, 1,396; 
Near East and South Asia, 917; and Far East, 555. Participant train- 
ing was concentrated in agriculture, public administration, education, 
public safety, labor, industry and health. 

AID committed $312 million in Technical Cooperation funds dur- 
ing fiscal 1966, about $4 million more than in the previous year. The 
major share of the fiscal year 1966 commitments, $258 million, was for 
projects in the four regions, with the largest programs being in Africa 
($81 million) and Latin America ($79 million). Commitments for 
the Far East totaled $44 million, and for the Near East and South 
Asia, $44 million. The remaining commitments of $54 million were 
for non-regional activities, such as the AID research program. 


Agriculture 


During the year, AID intensified its efforts to persuade the less 
developed countries to emphasize agricultural planning and to adopt 
policies encouraging increased farm production. 

The Agency also assigned an increased number of technicians in 
food and agricultural programs. The total of 1,164 technicians engaged 
in food and agricultural projects as of June 30, 1966, compares with 
1,000 technicians a year earlier. Virtually all of the increase was 
in numbers of employees of universities, business firms and other pri- 


vate organizations engaged in carrying out AID-financed contracts 
overseas. 
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About one-half of the funds available to AID for central research 
in the year was committed to agricultural studies. The goals of these 
studies were to raise farm production, to increase nutritional content 
Of foods and to reduce waste of food materials. 


Education 


In education, AID-financed technicians declined to 1,283 as of 
June 30, 1966, from 1.321 a year earlier. 

In cooperation with the Agency, the National Education Associa- 
tion arranged for 61 Peace Corps volunteers to work in seven countries 
of Africa and Latin America in the summer of 1966. Additional teams 
will be formed in fiscal 1967. The Agency is studying possible expanded 
use of educational television in countries which have serious teacher 
shortages. 


Health 


AID's programs in the field of health were centered on developing 
new projects in nutrition, family planning and control of communi- 
cable disease. The Agency sent the first of nine planned nutritional 
study teams to Brazil, Thailand, Zambia and the Sudan to start work 
on special projects to curb kwashiorkor and other nutritional deficien- 
cies in preschool children. These will be followed by broader studies 
leading to development of country projects in nutrition. AID also 
provided additional funds to a few universities to enable them to build 
capacity for research, consultation, surveys and training in the fields 
of nutrition, population study and family planning. 

On March 3, 1966, the AID Administrator and the Surgeon 
General signed an agreement transferring technical responsibility for 
the world-wide malaria eradication program from AID to the Public 
IIealth Service. The Public Health Service plans a substantial increase 
in U.S. activities in this field. It is also implementing a program aimed 
at controlling measles and eradicating smallpox in West Africa over a 


five-year period. 


Increased Reliance on Private Technicians 


Excluding Vietnam, where AID had about 800 direct hire workers 
in such fields as agriculture, public health and public safety, most AID 
technicians in fiscal 1966 were hired under about 125 contracts with 
universities or were employees of other Federal agencies. 

As of June 30, 1966, AID had 6,503 technicians at work overseas, 
of whom 2,982 were direct hire employees (including those in Viet- 
nam), 2,894 were under contract and 627 were from other government 
agencies. During the year, AID entered about 400 agreements with 
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other government agencies for specialists to assist AID programs in 
the developing countries. The work of these specialists ranged from a 
few weeks' consultation by a Patent Office representative in Brazil to 
establishment of a Laos highway department and road network by a 
permanent contingent of over 50 technicians from the Bureau of Public 
Roads. 
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V. DEVELOPMENT LENDING 


AID authorized Development Loans totaling $1.232 billion in 
fiscal 1966. AID “project loans" will help developing countries build 
or expand manufacturing, irrigation, power facilities and the like, or 
meet, agricultural, health and educational needs of their people. AID 
“program loans" will help these countries import U.S. goods needed to 
sustain industries and support development efforts. 

Two-thirds of the Development Loans in the fiscal year were of 
the program type. Program and project loans both emphasized in- 
creased agricultural production and improvements in related rural life. 

Although the dollar total of Development Loans increased over 
fiscal 1965, Development Loans declined to 46 percent of the total AID 
program compared with 53 percent the previous fiscal year. However, 
if the Vietnam program is excluded, Development Loans amounted to 
about 59 percent of the total AID program in both fiscal years. 


Project Loans 


AID authorized 81 project loans for $410 million during the year. 
The projects are in 32 countries and the East Africa Region. Twenty- 
five loans for about $100 million will help increase farm output and 
improve rural life. A few typical projects: provision of supervised 
agricultural credit in Peru; eradication of malaria in Ecuador, and 
construction of farm-to-market roads in Honduras. 

A substantial number of other project loans in the year will help 
develop power facilities and improve transportation and communi- 
cations. AID approved 9 loans for $92 million for power projects 
and 19 loans for $106 million for transportation and communications 
projects. 


Program Loans 


AID's program loan commitments in the year totaled $822 million, 
India being the largest recipient. AID authorized three loans totaling 
$300 million to the Government of India to assist in importing fer- 
tilizer and fertilizer materials, to help stimulate agricultural produc- 
tion in other ways, and to provide commodities, components and 
equipment needed for the industrial sector. 

As a condition of a program loan, AID requires improved per- 
formance in certain key areas of a country’s economy. Thus the Agency 
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can use a loan of this type to encourage agrarian reform, liberalization 
of imports, monetary and credit stabilization, and other measures 
that will contribute to economic and social progress. 

Because of the advantages of program loans, AID has made 
increasing use of them in recent years. In fiscal 1963, program loans 
amounted to 41 percent of the dollar total of Development Loans; in 
fiscal 1966, they made up 67 percent of the total. 


Debt-Servicing Capacity 

AID will make a Development Loan only if the borrower cannot 
obtain other financing on terms which are realistic in relation to the 
country's foreign exchange earnings. In all but a few cases, AID 
found it necessary to make Development Loans in fiscal 1966 on the 
minimum terms authorized by law—a 10-year grace period at 1 percent 
interest, followed by a 30-year repayment period at 2.5 percent interest. 

The Agency is becoming increasingly concerned about the ability 
of many loan recipients to carry a heavy debt-servicing burden. It is 
giving intensive study to the problem, including discussions with offi- 
cials of aid recipients and other aid-giving nations. 
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VI. SUPPORTING ASSISTANCE AND 
IHE CONTINGENCY FUND 


AID's Supporting Assistance commitments in fiscal year 1966 
totaled $704 million, an increase of $265 million over the previous fiscal 
year. However, the number of countries receiving Supporting Assist- 
ance dropped from 17 in fiscal 1965 to 13 in fiscal 1966. 

Most of the increase in commitments in 1966 resulted from greater 
requirements in Vietnam. That country alone accounted for $470 mil- 
lion or two-thirds of all Supporting Assistance commitments. Korea, 
Laos, Thailand, the Dominican Republic and Jordan received most 
of the remaining commitments. 

Supporting Assistance furthers U.S. national security and foreign 
policy objectives in varied ways: 


e It enables recipient countries to make a greater con- 
tribution to the common defense or to internal se- 
curity than their economies alone could bear. 

e It helps maintain access to U.S. bases and to solve 
economic or other problems arising out of the ex- 
istence of such bases. 

* It provides an alternative, together with other 
sources of aid, to Sino-Soviet assistance which would 
threaten a country's independence. 


In Southeast Asia, Supporting Assistance is used primarily to in- 
crease defensive strength in those countries where U.S. foreign policy 
interests are at stake. 

AID's Contingency Fund helps the U.S. meet urgent and unfore- 
seeable needs for assistance, including help to countries which are 
undergoing economic or political crises or which have been ravaged 
by natural disasters. 

Contingency Fund commitments in fiscal year 1966 totaled $209 
million, an increase of $152 million over fiscal 1965. Vietnam's share 
of fiscal 1966 commitments amounted to $114 million compared with a 
fiscal 1965 share of $15 million. Other recipients of Contingency Fund 
grants or loans during fiscal 1966 included a number of Latin Ameri- 
can countries as well as Ceylon, Ghana, Korea, Laos, Thailand and the 
Somali Republic. Disaster relief commitments from the Contingency 
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Fund totaled $610,000 and were part of $27 million of relief the U.S. 
Government and registered voluntary agencies provided to disaster 
victims in 36 countries. 

Supporting Assistance and Contingency Fund commitments in 
fisca] 1966 were concentrated in rural development, counter-insur- 
gency, refugee and public safety programs in Vietnam, Laos and 
Thailand. 
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VII. MILITARY ASSISTANCE PROGRAM 


The fiscal year 1966 Military Assistance Program (MAP), which 
provided varying amounts and types of grant aid to 56 allied and 
friendly countries, was based on $1.64 billion in total obligational au- 
thority. This included new obligational authority of $1.17 billion, 
reappropriations and recoupments of $166 million, and the utilization 
of $300 million in Department of Defense stocks under the authority 
of Section 510 of the Foreign Assistance Act. 

The Supplemental Defense Appropriation Act of 1966 provided a 
supplemental miiltary assistance appropriation of $375 million to 
cover the $300 million Section 510 drawdown in fiscal year 1966 and 
a similar $75 million drawdown in fiscal year 1965. 


Vietnam Costs Made Part of Defense Budget 


The Supplemental Defense Appropriaiton Act also transferred 
responsibility for funding the support of South Vietnamese and other 
free world forces in Vietnam, and for related costs, from MAP to the 
Department of Defense budget. This transfer reflects the fact that 
MAP was not designed to underwrite any sustained military hostili- 
ties, but rather to provide a deterrent to aggression and an initial 
ability to resist it. Continued MAP financing of the rapidly rising 
requirements of South Vietnamese and other free world forces in 
Vietnam would have seriously distorted the basic purposes of the pro- 
gram. The allocation of such a disproportionate percentage of avail- 
able funds to a single country would have seriously jeopardized U.S. 
security interests in other countries and areas of the free world. 

All unexpended balances of current and prior year programs for 
South Vietnam, originally funded under MAP, have been transferred 
tothe military departments. 


Allocation of Assistance 


The following table shows the percentage of military assistance 
allocated to each region, and the percentage allocated to non-regional 
projects such as those formerly grouped under the heading U.S. Forces 
Support and MAP Administration. 
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Europe. yz umay huyu ee udi di ad danh 3.6 
Near East and South Asia............................. 14.7 
AMCA A O A A S e abu qs ee ERS 1.8 
Far East: bea adieu edd ene xt dt 60.4 
Latin America....................................... 5.2 
Non-Regional....................................... 14.3 


Within this regional grouping and crossing regional lines, 75.6 
percent of the fiscal 1966 program was allocated to countries on the 
periphery of the Soviet Union and Communist China. These allied 
and friendly nations maintain a combined military strength of some 
3.5 million men. Their deployment along the frontiers of freedom 
greatly facilitates the accomplishment of U.S. forward defense 
strategy. 

Fiscal 1966 military assistance for the other countries which 
received grant aid was directed toward these objectives: 


e Strengthening the capabilities of selected Latin 
American nations to maintain the internal security 
needed to realize the goals of the Alliance for 
Progress. 

e Providing U.S. support to allied and friendly 
nations that have given the United States access to 
strategically vital bases and installations. 

* Completion of prior year commitments to countries 
whose economic progress now permits an increas- 
ingly rapid phase-out of all grant aid. 

* Furnishing of modest amounts of aid to countries 
in which political instability and economic under- 
development may bring Communist attempts to gain 
domination. 


The military assistance programs in many of the developing 
nations of Africa, Southeast Asia and Latin America gave special 
emphasis in fiscal 1966 to the strengthening of internal security 
through training programs and through support of civic action 
projects. In these projects a country’s military forces contribute to 
such nation-building activities as construction of roads, schools, sani- 
tation facilities and communications systems. At the same time, 
through their work, they help establish rapport between the people 
they serve and the government they represent. 

The MAP training programs bring more foreign nationals to the 
United States than all other government programs combined. During 
fiscal 1966, nearly 10,000 foreign military personnel were scheduled for 
training in the United States, and about 11,000 for training overseas. 
About 95 percent of these trainees were nationals of developing 
countries. 
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Developments in Y ear 


All military assistance—both grant aid and sales—to India and 
Pakistan was suspended on September 8, 1965, following the outbreak 
of armed conflict between the two nations. The embargo on grant 
military aid continues. However, in light of the significant steps both 
countries have taken to restore peace, the United States has resumed 
sale to India and Pakistan of limited quantities of non-lethal military 
equipment, such as communications equipment. 

During the year, the Republic of Korea sent more than 20,000 
civic action and combat forces—trained and equipped through MA P— 
to South Vietnam. 

MAP gave new emphasis to multilateral military cooperation in 
fiscal 1966. Military assistance funds were used to help defray certain 
expenses of the Inter-American Peace Force in the Dominican Repub- 
lic. Financial assistance was also provided in connection with joint 
and combined military exercises. The Central American Defense Coun- 
cil conducted a joint exercise early in the year, and preliminary plan- 
ning for a second exercise is being completed. Plans have also been 
developed to foster cooperation in intelligence and communications 
among Latin American military establishments. 

A military coup took place in Argentina and, as a result, U.S. 
military assistance to that country was suspended late in the fiscal year. 


Foreign Military Sales Program 


Orders for sales of U.S. military equipment in the year totaled 
$1.7 billion. As in the past, the industrialized countries of Western 
Europe, Japan, Australia and Canada accounted for approximately 
90 percent of the total sales. The balance was accounted for by more 
than 20 countries. 
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APPENDICES * 


AID Program Commitments! in Near East and South Asia in FY 1966 


[Thousands of dollars) 
Appropriation category 
Country Total 
Development | Supporting | Technical Contin- 
loans assistance | cooperation | gency fund 
Near East and 

South Asia..... $663, 226 | $576, 200 | $34, 848 | $43, 836 $8, 342 
Afghanistan. ........... 11, 006 2, 800 |......... 8, 206 |........ 
Ceylon................. rfi) DNE HUN lace a pha TS 7, 500 
CYPRUS cae Keo EE wee 219 2 ce, ue EEE 219 |........ 
India.................. 309, 894 300, 000 |......... 9, 894 |........ 
PRA ia ipe xA panas aes 8, 770 6,500 |......... 2:440. |]. ¿u xxx 
Istae su e pa 9, 000 ql A AA vua ati 
Jordan................. 43, 479 7, 900 32, 000 3, 579 |e cc cued. 
IN COB oq rS RD RUE 9. 940 Pace aa A 3,346 |........ 
Pakistan............... 127, 206 120, 000 |.........].. 7,206 |........ 
Turkey ar 133, 495 129, 000 |......... 4,495 |........ 

United Arab Rep. | 
(Egypt).............. ¡E [secos vei a ees 1, 483 |........ 
Xemeno oroa pes uus 2,848 |.......... 2, S48 |; u tte tate d ew 
CENTO............... 444 |. o oh A 444 |........ 
Regional............... ¿O A A 2, 695 842 


! Loan authorizations and obligations. 
* Details may not add to totals due to rounding. 


Technical Cooperation Grants in Near East and South Asia in FY 1966 


[Millions of dollars) 
Technical Technical 
Field of activity cooperation Field of activity cooperation 
grants grants 
Total, mercis $43.8 || Public administration..... $4.1 
Community development 
Food and agriculture. .... 7.2 and social welfare...... 0.1 
Industry and mining..... 2.2 Pri terri 
Transportation. ......... 1.7 IN Ape a prome. 
Labor.................. 1.0 || tion........ “piya ue 0.8 
Health and sanitation.... 2.3 || General and mis- 
Edueation............... 9.5 cellaneous............. 4.9 
Public Safety............ 1.5 || Technical support........ 8.6 
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AID-Financed Technicians in Near East and South Asia; 
Contract and U.S. Government Employees 


[As of June 30, 1966] 
Field of activity Government Contract 
employees ! employees ? 

Total. METTRE ROREM TE 610 663 
Food and agriculture................................ 132 45 
Industry and mining................................ 60 53 
'TOPRDSDOPLSUDODII SS A a 52 85 
A ale uM SERI ya T 3 S qe 10 8 
Health and sanitation............................... 37 7 
Educatio siberiano S ede dace SS: 28 382 
Public safety....................................... LR ee ds 
Public administration............................... 44 37 
Community development............................ 2 6 
Private enterprise promotion......................... 1 9 
General and miscellaneous........................... 57 31 
Technical SUpDOFU. 666400444055 AEA RE H1 1 xis 


1 U.S. nationals paid from program funds—includes 482 AID direct hire and 128 assigned to AID by other 
Federal oe 
2 U.S. citizens in positions identified in AI D-financed contracts. 


New Development Loan Authorizations in Fiscal Year 1966 
Near East and South Asia 


Borrower—Amount—Terms' 


AFGHANISTAN 


Government of Afghanistan: 
$800,000; 40 years; interest of 
1 percent during 10-year grace 
period and 214 percent there- 
after. 


Government of Afghanistan: $2 
million; 40 years; interest of 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


INDIA 


Government of India: $30 mil- 
lion; 40 years; interest of 1 
percent during 10-year grace 
period and 215 percent there- 
after. 


Purpose 


To help finance foreign exchange 
costs of purchasing, importing 
and installing two 1500-KW 
diesel generators and related 
services, 


To help government provide 
private importers foreign ex- 
change needed to purchase 
agricultura] and industrial 
machinery and equipment. 


To provide foreign exchange for 
purchasing and importing fer- 
tilizer and fertilizer materials. 


1 All Development Loans are repayable in U.S. dollars unless otherwise stated. 
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New Develo nt Loan Authorizations in Fiscal Year 1966 
ear East and South Asia—Continued 


Borrower—Amount-— Terms ! 


INDIA —Continued 


Government of India: $100 mil- 
lion; 40 years; interest of 1 
percent during 10-year grace 
period and 215 percent there- 
after. 


Government of India: $150 mil- 
lion; 40 years; interest of 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


IRAN 


Government of Iran: $6.5 mil- 
lion; 25 years including 5-year 
grace period; interest of 314 
percent on total. 


ISRAEL 


Government of Israel: $10 mil- 
hon; 20 years including 5-year 
grace period; interest of 314 
percent on total. 


Purpose 


To help finance imports of es- 
sential raw materials and com- 
ponents needed to sustain pro- 
duction ; to provide spare parts 
for maintaining and repair 
existing industrial plants, an 
to finance priority inputs for 
agriculture. 


To help finance purchase and im- 
portation of commodities 
needed to maintain or increase 
roduction of existing in- 
ustrial facilities, and to 
further India's agricultural 
program. 


To help finance foreign exchange 
costs of (a) services required 
to establish and develop man- 
agement operations and train- 
ing skills needed for electric 
power industry, (b) feasibility 
and other studies that will be 
needed as development pro- 
gram progresses, and (c) 
equipment needed to train per- 
sonnel in operating and main- 
taining modern power generat- 
Ing, transmitting and distrib- 
uting facilities. 


To help government meet foreign 
exchange costs of imports re- 
quired for continued develop- 
ment of Israeli economy. 
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New Develo 


ment Loan Authorizations in Fiscal Year 1966 


ear East and South Asia—Continued 


Borrower—Amount— Terms ! 


JORDAN 


Government of Jordan: $1.6 mil- 
lion; 40 years; interest of 1 
percent during 10-year grace 
period and 214 percent there- 
after. 


Government of Jordan : $6.3 mil- 
lion; 40 years; interest of 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


PAKISTAN 


Government of Pakistan: $50 
million; 40 years; interest of 
1 percent during 10-year grace 
period and 214 percent there- 
after. 


Government of Pakistan: $70 
million; 40 years; interest of 
1 percent during 10-year grace 
period and 21% percent there- 
after. 


TURKEY 


Government of Turkey : $70 mil- 
lion; 40 years; interest of 1 
percent during 10-year grace 
period and 215 percent there- 
after. 
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Purpose 


To help government finance 
foreign exchange and local 
currency costs involved in 
constructing new Bethlehem- 
Jerusalem road and an inter- 
change where road will inter- 
sect Amman-Jerusalem road, 
and to provide consulting en- 
gineering services in connec- 
tion with the new road and 
related construction, other 
AID-financed road projects, 
and other highway projects. 


To finance purchase of goods and 
services needed for improving 
Jordan's telecommunications 
system. 


To help finance imports of fertil- 
izer, pesticides, and agricul- 
ture-related equipment, and to 
provide raw materials for pri- 
vate industries which are criti- 
cal to the economy. 


To finance imports of commodi- 
ties in support of government's 
Third Five-Year Plan, and to 
help government re-establish 
its import liberalization pro- 


gram. 


To provide foreign exchange for 
purchase of commodities and 
commodity-related services es- 
sential in carrying out coun- 
try's Five-Year Plan. 
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New Develo nt Loan Authorizations in Fiscal Year 1966 
ear East and South Asia—Continued 


Borrower—Amount—Terms * 


Purpose 


TURKE Y —Continued 


Government of Turkey: $3.6 
million; 40 years; interest of 
1 percent during 10-year grace 
period and 214 percent there- 
after. 


Government of Turkey: $12.3 
million; 40 years; interest of 
1 percent during 10-year pu 
p and 214 percent there- 
alter. 


Government of Turkey: $28.1 
million; 40 years; interest of 
1 percent during 10-year grace 
period and 214 percent there- 
after. 
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To finance foreign exchange 


costs of purchasing (a) up to 
1,400 jeep-type vehicles or 
component parts thereof for 
use in Family Planning Pro- 
gram and Rural Health Cen- 
ters which have capabilities in 
family planning programs; 
(b) related shop equipment 
and technical services; and (c) 
technical advice and educa- 
tional materials in connection 
with Family Planning Pro- 


gram. 


To finance foreign exchange 


costs of aed purchase and 
construction of a third 110- 
megawatt thermal generator 
unit complete with auxiliary 
equipment and necessary 161- 
kilovolt substation gear at 
Ambarlie. 


To finance foreign exchange 


costs of machinery, equipment, 
materials and services needed 
to (a) increase production of 
open pit and underground lig- 
nite mines at Tuncilbek to 
hn pee 3.2 million tons 
of run-of-mine coal per an- 
num; (b) increase capacity of 
the fine-coal washing unit at 
Tuncilbek; (c) increase pro- 
duction of lignite from open- 
pit mine at Seyitomer to 
approximately 2 million tons 
run-of-mine per annum; and 
(d)expand production of bitu- 
minous coal mines in Zongul- 
dak Basin to approximately 
9,430,000 tons run-of-mine per 
annum. 


, wm Q. ` GQ ¿ms m _ 
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New Development Loan Authorizations in Fiscal Year 1966 
Near East and South Asia—Continued 


Borrower—Amount—Terms + 


Purpose 


TURKEY —Continued 


Government of Turkey: $15 
million; 40 years; interest of 
1 percent during 10-year grace 
period and 214 percent there- 
after. 


To finance foreign aud 
costs of (a) purchasing high- 
way equipment and spare parts 
to maintain equipment of Gen- 
eral Directorate of Highways; 
(b) paying freight and insur- 
ance thereon; (c) obtaining 
consulting engineering serv- 
ices; and (d) providing tech- 
nical training in United States 
for employees of Directorate. 


AID Program Commitments! in Latin America in FY 1966 


[Thousands of dollars] 
Appropriation category 
Country Total E 
Develop- |Supporting, Technical | Contin- 

ment loans | assistance |cooperation| gency fund 
Latin America. ....... $684, 095 ($505, 405 |$44, 756 |$78, 536 | $55, 398 
Argentina.................. AAA ey 1, 744 |........ 
Bolivia..................... 28, 425 22, 000 3, 200 0,200. loss aus 
Brazil. uie vases pibe 243, 080 | 228, 700 |........ 14, 380 |........ 
Chile, E 93,250 | 90,000 |........ 3, 250.[ isla a 
Colombia................... 87, 010 81, 500 |........ 4, 035 1, 475 
Costa Rica................. 2, 538 500 |........ 2,038 |........ 
Dominican Republic.........| 94,317 14, 500 | 35, 141 7, 353 37, 323 
Ecuador.................... 16, 300 2, 000 |........ 4, 300 10, 000 
El Salvador. ............... 3, 382 1, 635 |........ LAN d en 
Guatemala................. 4, 099 1.550-].. oes 2, 549 |: ots 
E . ooun uenen reenn 6, 158 4, 000 |........ 880 1, 278 
EN AA den ra adie 2,386 |......... 1, 400 |........ 986 
Honduras.................. 12, 041 9, 870 |........ 2 TCI qp 
SAMBA: iii 1; 94 0. etos S ados PRA LoT. tjs 
Mexico..................... Pl A Pree saus 229-14 ibus 
Nicaragua.................. 16, 269 14, 270 |........ 1, 999 |........ 
Panama. c ..... Xo CES 12, 839 7,800 |........ 1, 540 3, 500 
Paraguay.................. 11, 674 9, 380 |]........ 2,294 |........ 
Pell dg vase oe eee A dus 18, 541 12, 700 |........ 5, 005 836 

Regional—Central America 
and Panama.............. 3, (88 |; ku ie tied dus 3,788 |........ 
Trinidad and Tobago. ....... 5,000 |......... A vain em ts 
UFÜEUBY c; u cR Pe bc eas 5, 900 5,000 |........ 900 |........ 
Venezuela.................. 1660 AA L.l; yy sides 1,660 |........ 
Regional................... 12, 094 |......... 15 | 12, 079 |........ 
Organ. of American States... 2,490 Vodice tees cease 2,490 |........ 
OUBDBE sod z; ite d sae 9, 603: |. zx 15 | 9,588 |........ 


1 Loan authorizations and obligations. 


Technical Cooperation Grants in Latin America in FY 1966 


[Millions of dollars) 
. Technical Technical 
Field of activity cooperation Field of activity cooperation 
gra.ts grants 
Total............. $78.5 || Public administration..... $7.5 
—— —————- || Community development 
Food and agriculture. .... 12. 9 and social welfare...... 1.4 
Industry and mining..... 3.9 | Housing................ 0.9 
Transportation.......... 1.9 | Private enterprise pro- 
LaDO usina 4.3 motion................ 1.6 
Health and sanitation..... 4.1 || General and miscellaneous. 9. 0 
Education............... 12.1 || Technical support........ 14.9 
Public safety............ 3.9 
AID-Financed Technicians in Latin America; Contract and 
U.S. Government Employees 
[As of June $0, 1966) 
Field of activity Government Contract 
employees ! employees 2 
fin ——— gs sik apuma PD 827 | 915 
Food and agriculture................................ 162 246 
Industry and mining................................ 133 38 
Tans portation. ranas said eee a ete 24 15 
TOR ar bus a ei cendres su Ep E Li ud e EE 8 107 
Health and sanitation............................... 19 36 
O e SR Cm e adc 55 164 
Publio aysd———— —— 82 2 
Public administration............................... 106 70 
C..mmunity development. ............ 0.0.0.0 cece mo... 6 26 
II USING I Sn ee bok we Sk WAS Oa ee eS 8 19 
P.ivate enterprise promotion......................... 1 114 
General and miscellaneous........................... 67 78 
Technical support.................................. 1950 A 


P nationals paid from program funds—includes 601 AID direct hire and 226 assigned to AID by other 
eral agencies. 
2 U.S. citizens in positions identified in AID-financed contracts. 
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New Development Loan Authorizations in Fiscal Year 1966 
Latin America 


Borrower—Amount—Terms ! 


BOLIVIA 


Government of Bolivia: $5 mil- 
lion ; 40 years; interest at 1 per- 
cent during 10-year grace pe- 
riod and 21% percent thereafter. 


Mining Bank of Bolivia: $1.3 
million; 40 years; interest at 1 
percent during 10-year grace 
period and 215 percent there- 
after. 


Agricultural Bank of Bolivia: 
2.1 million; 40 years; interest 
at 1 percent during 10-year 
grace period and 215 percent 
thereafter. 


Corporation Minera de Bolivia: 
$1.1 million; 13 years includ- 
ing 3-year grace period; in- 
terest at 4 percent. Govern- 
ment of Bolivia has option to 
accept payment from borrower 
in local currency and repay 
equivalent in dollars in 40 
years; interest at 1 percent 
during 10-year grace period 
and 214 percent thereafter. 


Empresa Nacional de Electrici- 
dad: $4.75 million; 30 years; 
interest at 1 percent during 5- 
year grace period and 214 per- 
cent thereafter. 


Government of Bolivia: $4.75 
million; 40 years; interest at 
1 percent during 10-year grace 
period and 21% percent there- 
after. 


Purpose 


To finance dollar costs of high- 
way maintenance equipment 
and spare parts, including cost 
of related techncal advisory 
services and training of me- 
chanics/operators and engin- 
eers. 


To promote further development 
of private mining sector of Bo- 
livia, AID funds together with 
Bank resources will be used to 
make equipment, working cap- 
ital and other types of produc- 
tive loans to mining sector. 


To finance dollar costs of loans by 
borrower to farmers for pur- 
chase of farm machinery 
equipment, parts, tools, silos, 
fencing, livestock and similar 
items. 


To help finance dollar costs of 
Third Phase of rehabilitation 
plan of borrower. 


To help finance dollar costs, in- 
cluding engineering costs and 
technical assistance, of con- 
structing facilities for genera- 
tion, transmission and distri- 
bution of electricity in Depart- 
ment of Santa Cruz. 


To help finance dollar costs, in- 
cluding engineering costs, for 
paving and improvement of 
road between El Alto and 


Oruro. 


1 All Development Loans are repayable in U.S. dollars unless otherwise stated. 
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New Development Loan Authorizations in Fiscal Year 1966 
Latin America—Continued 


Borrower—Amount—Terms? 


BRAZIL 


Companhia Hidroelectrica de 
Boa Esperanca: $8.9 million; 
oe in local currency in 
25 years including 6-year grace 
period ; interest at 314 percent. 
Government of Brazil will re- 
pay AID in dollars in 40 years; 
interest at 1 percent during 
10-year grace eriod and 214 
percent thereafter. 


Government of Brazil: $11 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 215 percent there- 
after. 


Government of Brazil: $150 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 214 percent there- 
after. 


Sanitation Department of State 
of Guanabara: $2.5 million; 
20 years including 3-year grace 
period; interest at 514 percent. 
Government of Brazil has 
option to accept payment from 
borrower in local currency and 
repay equivalent in dollars in 
40 years; interest at 1 percent 
during 10-year grace period 
and 214 percent thereafter. 


Purpose 


To finance part of dollar costs 
of equipment, materials, serv- 
ices, and training of personnel 
for a hydroelectric plant at 
Boa Esperanca and a trans- 
mission system for northern 
section of states of Piaui and 
Maranhao. 


To help finance subloans made 
through Fundo de Financia- 
mento de Estudos de Projetos 
e Programas (FINEP) to 
finance prefeasibility, feasi- 
bility, and natural resource 
survey studies, and to finance 
costs of technical] assistance to 
FINEP. 


To support Brazil’s 1966 devel- 
opment stabilization program 
through financing of goods and 
services originating in and 

rocured from the United 
tates. 


To help finance dollar costs of 
maintenance, computer, mos- 
quito control, telecommunica- 
tions and related equipment 
and technical assistance to bor- 
rower, to be used for mainte- 
nance and improvement of 
Guanabara sewer system. 


New Development Loan Authorizations in Fiscal Year 1966 
Latin America—Continued 


Borrower—Amount—Terms ! 


BRAZIL—Continued 


Guanabara Water Co.: $2.6 mil- 


lion; 20 years including 3-year 
grace period; interest at 51, 
iba Government of Brazil 

as option to accept payment 
from borrower in local cur- 
rency and repay equivalent in 
dollars in 40 years; interest at 
1 percent during 10-year grace 
period and 214 percent there- 
after. 


Highway Department of State 


of Sao Paulo: $20 million; 18 
years including 3-year grace 
period; interest at 314 percent. 
Government of Brazil has 
option to accept payment from 
borrower in local currency 
and repay equivalent in dollars 
in 40 years; interest at 1 per- 
cent during 10-year grace pe- 
riod and 214 percent thereafter. 


Government of Brazil : $400,000; 
40 years; interest at 1 percent 
during 10-year grace period 
and 21, percent thereafter. 


Government of Brazil: $20 mil- 


lion; 40 years; interest at 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


Companhia Central Brasileira 
Forca Electrica : $13.3 million; 
24 years including 4-year grace 
period ; interest at 515 percent. 
Government of Brazil has op- 
tion to accept payment from 
borrower in local currency and 
repay equivalent in dollars in 
40 years; interest at 1 percent 
during 10-year grace period 
and 214 percent thereafter. 


Purpose 


To help finance dollar costs of 


maintenance, related equip- 
ment, and technical assistance 
to borrower, to be used for 
maintenance and improvement 
of Guanabara water system. 


To help finance dollar costs of 


highway maintenance equip- 
ment and technical assistance 
and training required to main- 
tain road network of Sao 
Paulo, and to help accomplish 
reorganization of borrower. 


To help finance dollar costs of 


technical assistance to National 
Highway Department, includ- 
ing related commodity re- 
quirements. 


To help finance dollar costs of 


importing fertilizer from the 
United States in order to make 
fertilizer available to food pro- 
ducers at favorable prices and 
terms, and to provide related 
technical assistance. 


To help finance dollar costs of 


constructing a hydroelectric 
project, transmission lines and 
substations, and improving re- 
lated electrical distribution fa- 
cilities and engineering 
Services. 
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New Development Loan Authorizations in Fiscal Year 1966 
Latin America—Continued 


Borrower—Amount—Terms ! 


CHILE 


Government of Chile: $80 mil- 
lion: 40 years; interest at 1 
percent during 10-year grace 
period and 215 percent there- 
after. 


Central Bank of Chile: $10 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 215 percent there- 
nfter. 


COLOMBIA 


Government of Colombia: $65 
million ; 40 years; interest at 1 
percent during 10-year grace 
period and 214 percent there- 
after 


Colombian Institute of Agrarian 
Reform: $8.5 million; 20 years 
including 10-year — grace 
period; interest at 1 percent 
during grace period and 215 
percent thereafter. Govern- 
ment of Colombia has option to 
accept payment from borrower 
in local currency and repay 
equivalent in dollars in 40 
years; interest at 1 percent 
during 10-year grace period 
and 215 percent thereafter. 


Banco Ganadero: $8 million; 20 
years including 7-year grace 
period; interest at 514 percent. 
Government of Colombia has 
option to accept payment from 
borrower in local currency and 
repay equivalent in dollars in 
40 years; interest at 1 percent 
during 10-year grace period 
and 215 percent thereafter. 
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Purpose 


To support economic develop- 
ment program by helping to 
finance imports required for 
public sector investment and 
for maintenance of an ade- 
quate investment level in pri- 
vate sector. 


To finance importation by pri- 
vate importers of U.S. capital 
goods and related services. 


To support Colombian Develop- 
ment Program by assisting in 
financing of essential imports 


To help finance program of 
supervised agricultural credit 
to small and medium-sized 
family farms and purchase of 
U.S. goods and services re- 
quired to implement credit 
program. 


To help finance program of credit 
and technical assistance to me- 
dium-sized livestock producers 
to assure a sufficient internal 
beef supply and an exportable 
surplus, and purchase of U.S. 
goods and services required to 
implement credit program. 


New Development Loan Authorizations in Fiscal Year 1966 
Latin America—Continued 


Borrower—Amount—Terms ! 


COSTA RICA 


Government of Costa Rica: 
$500,000; 40 years; interest at 
1 percent during 10-year grace 
period and 21% percent there- 
after. 


DOMINICAN REPUBLIC 


Banco Nacional de la Vivienda: 
$5 million; 25 years including 
5-year grace period ; interest at 
] percent during grace period 
and 215 percent thereafter. 
Government of the Dominican 
Republic has option to accept 
payment from borrower in 
ocal currency and repay equiv- 
alent in dollars in 40 years; 
interest at 1 percent during 10- 
year grace plas and 21% per- 
cent thereafter. 


Banco Agricola de la Republica 
Dominicana: $9.5 million; 25 
years including 10-year grace 
period ; interest at 215 percent. 
Government of the Dominican 
Republic has option to accept 

ayment from borrower in 
ocal currency and repay equiv- 
alent in dollars in 40 years; 
interest at 1 percent during 10- 
year grace period and 21% per- 
cent thereafter. 


ECUADOR 


Government of Ecuador: $2 
million; 40 years; interest at 
1 percent during 10-year grace 
period and 215 percent there- 
after. 


EL SALVADOR 


Government of El Salvador: 
$1.64 million; 40 years; inter- 
est at 1 percent during 10-year 
Brace riod and 214 percent 
thereafter. 


Purpose 


To help finance costs of equip- 
ment, material, and services 
for national plan to eradicate 
malaria. 


To be used for deposits in, loans 
to, and purchase of mortgages 
from affiliated savings and loan 
associations, and for technical 
assistance to borrower. 


To make loans to farmers, farm 
cooperatives and other entities, 
and to provide technical as- 
sistance to borrower and sub- 
borrowers. 


To help finance dollar and local 
costs of equipment, material 
and services for malaria eradi- 
cation program. 


To help finance dollar and local 
costs of equipment, material 
and services for national plan 
to eradicate malaria. 
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New Development Loan Authorizations in Fiscal Year 1966 
Latin America—Continued 


Borrower—Amount—Terms ? 


GUATEMALA 


Government of Guatemala : $1.55 
million; 40 years; interest at 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


GUYANA 


Government of Guyana : $2 mil- 
lion; increasing previous loan 
from $5.5 million to $7.5 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


Government of Guyana: $2 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


HONDURAS 


Government of Honduras: $5.2 
million; 40 years; interest at 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


Government of Honduras: $1.17 
million; 40 years; interest at 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


Government of Honduras: $500,- 
000; 40 years; interest at 1 per- 
cent during 10-year grace pe- 
riod and 2145 percent there- 
after. 


Purpose 


To help finance dollar and local 
costs of equipment, material 
and services for national plan 
to eradicate malaria. 


To finance construction of high- 
way from Atkinson Field to 
Mackenzie. 


To establish private investment 
fund to make subloans for es- 
tablishment of new industrial 
enterprises and expansion of 
existing industrial enterprises. 


To help finance costs, including 
engineering, of constructing 
farm-to-market access roads, 
and to help finance purchase 
of road maintenance 
equipment. 


To help finance dollar and local 
costs of equipment, material 
and services for & plan to 
eradicate malaria. 


To finance dollar costs of equip- 
ment, material and services for 
sectoral or resource surveys, 
prefeasibility studies and fea- 
sibility studies. 


New Development Loan Authorizations in Fiscal Year 1966 
Latin America—Continued 


Borrower—Amount—Terms ! 


HONDURAS—Continued 


Financiera Hondurena: $3 mil- 
lion; 20 years including 5-year 
grace period; interest at 4 per- 
cent. Governinent of Honduras 
has option to accept payment 
from borrower in local cur- 
rency and repay equivalent in 
dollars in 40 years; interest at 
1 percent during 10-year grace 
‘period and 214 percent there- 
after. 


NICARAGUA 


Government of Nicaragua: $2.07 
million; 40 years; interest at 1 
percent during 10-year ct 
period and 21% percent there- 
after. 


Government of Nicaragua: $1.5 
million; 40 years; interest at 1 
percent during 10-year ce 
period and 214 percent there- 
after. 


Agrarian Reform Institute: $2 
million ; 25 years including 10- 
year grace period; interest at 
] percent during grace period 
and 214 percent thereafter. 
Government of Nicaragua has 
option to accept payment from 
borrower in local currency and 
repay equivalent in dollars in 
40 years; interest at 1 percent 
during 10-year grace period 
and 214 percent thereafter. 


Purpose 


To help finance continued opera- 
tion of private development 
bank which makes loans and 
equity investments to promote 
creation, expansion and opera- 
tion of private industrial en- 
terprises in Honduras and 
member countries of Central 
American Common Market. 


To help finance dollar and local 
costs of a material 
and services for national plan 


to eradicate malaria. 


To help finance cost of approxi- 
mately 114 primary schools lo- 
cated chiefly in urban areas. 


To help finance supervised ugri- 
cultural credit and purchase of 
equipment, materials and serv- 
ices needed to implement this 
activity. 
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New Development Loan Authorizations in Fiscal Year 1966 
Latin America—Continued 


Borrower—Amount— Terms ! 


NICARAGUA —Continued 


Corporacion Nicaraguense de 
Inversiones: $5 million; 20 
years including 5-year grace 
period; interest at 514 percent. 
Government of Nicaragua has 
option to accept payment 
from borrower in local cur- 
rency and repay equivalent in 
dollars in 40 years; interest at 
1 percent during 10-year grace 
period and 215 percent there- 
after. 


Banco de la Vivienda: $3.7 mil- 
lion ; 30 years including 8-year 
grace period ; interest at 2 per- 
cent during grace period and 3 
percent thereafter. Govern- 
ment of Nicaragua has option 
to accept payment from bor- 
rower in local currency and re- 
pay equivalent in dollars in 40 
years; interest at 1 percent 
during 10-year grace period 
and 214 percent thereafter. 


Purpose 


To assist private development 


bank in financing subloans 
and equity investments in sub- 
projects which promote crea- 
tion, expansion and effective 
operation of private enter- 
prise. 


To contribute to financing of 


affiliated savings and loan as- 
sociations; purchase of techni- 
cal assistance for borrower and 
associations including training 
of personnel; and purchase of 
equipment and material needed 
by borrower and associations. 


a â o-na 


PANAMA 


Government of Panama: $1.7 To help finance dollar and local 


million; 40 years; interest at 1 
percent during 10-year grace 
period and 215 percent there- 
after. 


Desarrollo Industrial, S.A.: $4 
millon; 20 years including 
5-year grace period; interest at 
3 percent. Government of 
Panama has option to accept 
payment from borrower in 
local currency and repay equiv- 
alent in dollars in 40 years; 
interest at 1 percent during 10- 
year grace period and 214 per- 
cent thereafter. 


costs of constructing approxi- 
mately 166 primary schools 
located in six priority develop- 
ment areas. 


To assist private development 


bank in financing subloans and 
equity investments in sub- 
projects which promote crea- 
tion, expansion and operation 
of private industrial enter- 
prises, and to finance technical 
assistance related to improve- 
ment of borrower's operations. 


New Development Loan Authorizations in Fiscal Year 1966 
Latin America—Continued 


Borrower—Amount—Terms ! 


PANAMA —Continued 


Instituto de Fomento de Hipote- 
cas Aseguradas: $2.1 million; 
25 years; 2 percent during 
5-year grace period and 215 
percent thereafter. Govern- 
ment of Panama has option to 
accept payment in local cur- 
rency and repay equivalent in 
dollars in 40 years; interest at 
] percent during 10-year grace 
period and 215 percent ihe - 
after. 


PARAGUAY 


Government of Paraguay: $4.68 
million; 40 years; interest at 
1 percent during 10-year grace 
period and 215 percent there- 
after. 


Government of Paraguay: $4.7 
million; 40 years; interest at 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


PERU 


Government of Peru: $2.1 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


Government of Peru: $1.6 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 21% percent there- 
after. 


Purpose 


To make loans to affiliated sav- 
ings and loan associations and 
pos technical assistance to 

rrower. 


To help finance dollar and local 
costs of rehabilitating and im- 
proving a highway from Asun- 
cion to Puerto "Presidente 
Stroessner.” 


To help finance dollar and local 
costs of rehabilitating Asun- 
cion Airport. 


To help finance subloans to local 
governmental or community 
organizations to cover portions 
of costs of community projects, 
and to help finance costs of 
technical assistance to Co- 
operacion Popular. 


To help finance establishment 
and operation of a rural elec- 
tric cooperative in Mantaro 
Valley, to help construct fa- 
cilities in area to be served by 
cooperative, and to provide 
technical assistance to borrow- 
er and cooperative. 
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New Development Loan Authorizations in Fiscal Year 1966 
Latin America—Continued 


Borrower—Amount— Terms! 


PERU—Continued 


Government of Peru: $9 million; 
40 years; interest at 1 percent 
during 10-year grace period 
and 215 percent thereafter. 


URUGUAY 


Bank of the Oriental Republic 
of Uruguay: $5 million; 40 


years; interest at 1 percent 


during 10-year grace period 
and 214 percent thereafter. 


AID Program Commitments! in the Far East in FY 1966 
[Thousands of dollars] 


Country Total 
Supporting Technical Contin- 
assistance cooperation | gency fund 

Far East........ $859, 781 | $80, 020 | $594, 787 | $44,514 | $140, 460 
Burda. os uos rte JUL. [dito PEE iem 301 |......... 
BKOren: ¿u Sue Sark ewe ass 146, 777 80, 020 60, 000 9, 497 1, 260 
LAOS Lio bs 55, 180 |......... 44, 070 11, 135 1, 975 
Philippines............ By DOM A A bd orn 3,654 |......... 
Thailand.............. 43, 408 |......... 20, 387 13, 400 9, 621 
VietnaM............... 593, 465 |......... 470, 331 8, 941 114, 194 
Regional.............. 14.0006. |. ey Ie x ES 1, 586 13, 410 


1 Loan authorizations and obligations. 


Develop- 
ment loans 


Purpose 


To assist with Peruvian agricul- 
tural development, including 
agrarian reform, by financing 
part of cost of supervised agri- 
cultural credit for small and 
medium-income farmers or 

oups of farmers, to help with 
orestry development, and to 
provide technical assistance. 


To help finance dollar costs of 
importing U.S. fertilizer, 
equipment for distribution of 
fertilizer, and equipment for 
technical assistance in connec- 
tion with use of fertilizer. 


Appropriation category 


Technical Cooperation Grants in the Far East in FY 1966 


[Millions of dollars) 
Technical Technical 
Field of activity cooperation Field of activity cooperation 
grants grants 
Total: ducere tes | $44.5 || Public administration..... $2.2 
———— ——— || Community development 
Food and agriculture..... 5.3 | and social welfare. ..... 0.4 
Industry and mining...... 3.1 | Housing................ (*) 
Transportation.......... 1.7 || Private enterprise 
LADO: cidad A 0.1 |! promotion............. 0.6 
Health and sanitation..... 6.5 || General and miscellaneous.. 2.0 
Education............... 5.0 || Technical support........ 17. 3 
Public safety............ 0.3 
* Less than $50,000. 


AID-Financed Technicians in the Far East; Contract and 
U.S. Government Employees 
[As of June 30, 1966] 


Field of activity Government Contract 
employees ! employees 1 


duci PH Tc" As 1, 529 420 
Food and agriculture................................ 119 18 
Industry and mining................................ 110 69 
PC TANS porta Uom eidem USA qu eas aes A how Ra esu 91 14 
ESRDOP 20 src aes ae eae siamea Sasa Pee 4. de ates ge ge 
Health and sanitation............................... 182 30 
ESGUCAHON c neue AI iaa 59 67 
Public Red. us beatles Se pP EROS ne ave E RR 166 8 
Public administration............................... 52 31 
Community development......................o.o.oo... 65 75 
Private enterprise promotion.........................|.......... 5 
General and miscellaneous........................... 346 103 
Technicalsupport.................................. JI ae 


1 U.S. nationals paid from program funds—includes 1,339 AID direct hire and 190 assigned to AID by 
other Federal agencies. 
? U.S. citizens in positions identified in AID-financed contracts. 
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New Development Loan Authorizations in Fiscal Y ear 1966 
Far East 


Borrower—Amount—Terms? 


KOREA 


Republic of Korea: $2 million; 
40 years: interest at 1 percent 

^ during 10-year grace period 
and 214 percent thereafter. 


Republic of Korea : $10 million; 
40 years; interest at 1 percent 
during 10-vear grace period 
and 215 percent thereafter. 


Republic of Korea: $3 million; 
10 years; interest at 1 percent 
during 10-year grace period 
and 215 percent thereafter. 


Republic of Korea: $22.5 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 215 percent there- 
after. 


Republic of Korea: $3.76 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 214 percent there- 


after. 


Republic of Korea: $1.65 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 214 percent 
thereafter. 


Republic of Korea: $5.81 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 215 percent 
thereafter. 


Republic of Korea: $18.6 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 214 percent 
thereafter. 


Purpose 


To finance part of dollar costs of 
feasibility studies for possible 
future capital projects. 


First program loan, to finance 
foreign exchange costs of com- 


modities and  commoclity- 
related services needed to 
promote economic  develop- 
ment. 


To finance part of dollar cost of 
expanding Hyun Dai Cement 
Plant. 


To finance part of dollar costs of 
constructing a Seoul area 
thermal power plant. 


To finance part of dollar cost of 
Seoul City Bokwang Dong 
Water Works water treatment 
facility. 


To finance part of dollar cost of 
constructing the Daehan Syn- 
thetic Fiber Plant in Pusan. 


To finance part of dollar cost of 
expanding a nylon filament 
manufacturing plant. 


To finance part of dollar cost 
of purchasing 62 diesel elec- 
tric locomotives, 5 diesel 
wrecking cranes, and equip- 
ment and tools needed for their 
maintenance. 


1 Al Development Loans are repayable in U.S. dollars unless otherwise stated. 
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New Development Loan Authorizations in Fiscal Year 1966 
Far East—Continued 


Borrower—Amount— Terms ! 


KOREA —Continued 


Republic of Korea: $3.5 million; 
40 years; interest at 1 percent 
during 10-year grace period 
and 215 percent thereafter. 


Republic of Korea: $4.2 million; 
40 years; interest at 1 percent 
during 10-year grace period 
and 214 percent thereafter. 


Republic of Korea: $5 million; 
40 years; interest at 1 percent 
during 10-year grace period 
and 215 percent thereafter. 


Purpose 


To finance part of dollar cost of 
constructing the Chang Gye 
Chun sewage treatment plant. 


To establish a network of air 
navigation aids. 


To finance part of dollar cost of 
loans to medium industries 
through the Medium Industry 
Bank. 
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AID Program 


Commitments! in Africa in FY 1966 


[Thousands of dollars] 
| Appropriation category 
Country Total coe is a T us 
ioan ana ap i cooperation fund 
Africa............. $176, 737 | $70, 421 | $23, 490 | $81, 157 $1, 669 
Algeria.................. 210: restos sy sl uates 210: ra suu 
Bechuanaland. TOP O PCI CY VO dades 
Burundi, Kingdom of. "—— ré mo m ri PT 
Cameroon ahd a bu mite. ned 1, 410 600 |......... 810 ........ 
Central African Republic. . 22015 cose tec eds 420 |........ 
CHA Gs o severe ede A est edi 1, 051 |........ 
Congo (Kinshasa)........ 19, 889 |......... 19, 000 889 |........ 
Dahomey............... i 221 Waites A | 221: [S Luna 
Ethiopia. ............... 35, 364 29, 925 |......... 5,439 |........ 
Gabon.................. 502 A EEE 592 We sec dees ast 
Gambia................. SU nucis macto erst Rls 5 eae eee 
Ghana.................. LI. 449 | eee vex rtr ete EN 1, 495 250 
GuiNea................. 4, 374 2.150]. sns 1, 224 |........ 
Ivory Coast............. 2340 15 Loose een oso us ass 340 |........ 
Kenya.................. 3, 262 140 1......... 3..122..1? $5 c4 bos 
Liberia.................. 8, 038 POSE lisis 6,647 |........ 
Malagasy Republic....... 948. Loco nae e Res 948 |........ 
Malawi (Nyasaland)...... 2, 149 200. ves 1,949 |........ 
Mali, Republic of........ J. 194 A RE 1,194 |........ 
Mauritania.............. 120 AA eR 129 A 
Morocco................ 3, 243 2: 5501. ¿uya ta 693 |........ 
NA S Scns Sh deat. tates dU sl seus uyay AP 722 REP 
Nigeria................. $23, 184 $4, 600 |......... $18, 584 |........ 
Rwanda................. 1,465 |......... 1, 025 440 |........ 
Senegal................. NP 124 402 1; . 2: 
Sierra Leone............. ¡A ox ES 1, 990 1........ 
Somali Republic. ........ A [enaena 4, 102 264 
Sadan arroba 13,688 | 10,525 |......... Ae 1.5 El ES 
Tanzania................ 1, 707 140 ......... 1,567 |........ 
TORO. arias lares ¡E AAA A 1, 417 |........ 
Tunlsli 2: ek eR xs 17, 285 15, 000 |......... 2,285 |........ 
Uganda................. 2, 670 650 .......... 2,020 |........ 
Upper Volta............. BAT ail eae bua Rs 844 |........ 
Zambia (Northern 
Rhodesia)............. ORS NS ee oto ee oscar E 983 |........ 
East Africa Regional..... 3, 704 1,550 1......... 2,154 l........ 
Africa Regional.......... 15,5455 tb sace 2. 3, 340 11, 080 1, 155 
Regional, USAID/Africa. . 790 | 7901........ 


1 Loan authorizations and obligations. 
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Technical Cooperation Grants in Africa in FY 1966 


[Millions of dollars] 
Technical | | Technical 
Field of activity cooperation Field of activity cooperation 
| grants | grants 
Total. ecce es ig ets $81. 2 || Public administration..... $4.3 
dass — || Community development 
Food an agriculture. pee ee 23.1 and social welfare...... 1.1 
Industry and mining...... 2.1 Housi 0.3 
Transportation........... 4.4 : ME opo Cb i 
TSA DOE cara 0.5 Private enterprise promo- 
Health and sanitation..... 6.7 tion.................: 1.7 
Education............... 19.7 || General and miscellaneous. 6.7 
Public safety............ 2.3 || Technical support........ 8.3 


AID-Financed Technicians in Africa; Contract and U.S. Government 
Employees 


[As of June $0, 1966] 


Field of activity Government Contract 
employees ! employces ? 


A A etis Gora tpe aa et s 616 896 
Food and agriculture................................ 232 210 
Industry and mining................................ 38 33 
“Transportation oss oua a ae Se vt E dr hors a d 15 103 
TiO Zo faa am pagu tired aces tereti dicen Du ety 7A pup 
Health and sanitation............................... 41 3 
EAULCACION 22 bake tua nee a 44 484 
Public safety......... Si oa eels Vee ec eae Cee eer 28 2 
Public administration............................... 10 37 
Community development............................ 7 3 
HOUSE. usas ypas Sp a aas duri Su Zb pa 6 2 
Private enterprise promotion......................... 13 6 
General and miscellancous........................... 49 13 
Technical support.................................. VSM lien, aa paypa 


1 U.S. nationals paid from program funds—includes 533 AID direct hire and 83 assigned to AID by other 
Federal agencies. 
2 U.S. citizens in positions identified in AID-financed contracts. 
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New Development Loan Authorizations in Fiscal Y ear 1966 


Africa 
Borrower—Amount— Terms ' Purpose 
CAMEROON 
Federal Republic of the Cam- To help finance foreign exchange 


eroon: $600,000 (an amend- 
ment to a fiscal 1965 loan of 
$3.2 million) ; 40 years; inter- 
est at 1 percent during 10-year 
grace period and 214 percent 
thereafter. 


EAST AFRICA REGIONAL 


and local costs of goods and 
services required for recon- 
struction of 55 miles of road. 


University of East Africa:$850, To help finance foreign exchange 


000; 40 years; interest at 1 per- 
cent during 10-year grace 
period and 215 5 percent. there- 
after. 


and local costs of goods and 
services for construction of 
dormitory and classroom fa- 
cilities at University College, 
Nairobi. 


University of East Africa: $700,- — To help finance foreign exchange 


000; 40 years; interest at 1 per- 
cent during 10-year grace 
period and 21, percent there- 
after. 


and local costs of goods and 
services required for construc- 
tion program at University 
College, Dar es Salaam. 


ETHIOPIA 
Imperial Ethiopian. Govern- To help finance foreign exchange 


ment (IEG): $21.7 million to 
be reloaned to Ethiopian Elec- 
tric Light and Power Author- 
ity. EELPA will repay IEG 
in local currency in 25 years, 
including 6-year grace period; 
interest at 514 percent for 
duration of loan. IEG will re- 
pay in dollars in 40 years; in- 
terest at 1 percent during 10- 
year grace period and 214 
percent thereafter. 


costs of goods and services re- 
quired for engineering and 
construction of Finchaa Dam, 
within Blue Nile Basin, to 
supply electric power. 


Ethiopian. Investment Corpora- To help EIC, a government- 


tion (EIC): $8 million; 20 
years including 5-year grace 
period; interest at 4 percent 
for duration of loan. 


owned intermediate credit. in- 
stitution, finance up to 80 per- 
cent of foreign exchange and 
local costs of four private 
sector industrial projects. 


t All Development Loans are repayable in U.S. dollars unless otherwise stated. 
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New Development Loan Authorizations in Fiscal Year 1966 
A frica—Continued 


Borrower—Amount— Terms ! 


FE, THIOPIA—Continued 


Imperial Ethiopian Govern- 
ment: $225,000 (an amend- 
ment to a fiscal 1964 loan of 
$700,000) ; 40 years; interest at 
1 percent. during 10-year grace 
period and 215 percent there- 
after. 


GUINEA 


Republic of Guinea: $3 million; 
40 years; interest at 1 percent 
during 10-year grace period 
and 215 percent thereafter. 


Republic of Guinea: $150,000; 
40 years; interest at 1 percent 
during 10-year grace period 
and 214 percent thereafter. 


KENYA 


Government of Kenya: $140,000; 
40 years; interest at 1 percent 
during 10-year grace period 
and 2!5 percent thereafter. 


LIBERIA 


Republic of Liberia: $1.5 mil- 
lion; 40 years; interest at 1 
percent. during 10-year grace 
period and 214 percent there- 
after. 


MALAWI 


Government of Malawi: $200,- 
000; 40 years; interest at 1 per- 
cent during 10-year grace 
period and 215 percent there- 
after. 


Purpose 


To help finance purchase from 
U.S. of approximately 60 
Bailey-type bridges to im- 
prove 1,325 miles of existing 
feeder roads. 


To help finance purchase from 
the United States of heavy- 
duty vehicle components to p 
assembled by the SOMOVA 
Mack truck plant in Conakry. 


To finance foreign exchange costs 
of services of a U.S. firm to 
prepare final engineering plans 
for reclamation of rice grow- 
ing area on Kakossa Island. 


To finance foreign exchange 
costs of services of a U.S. firm 
to prepare final engineering 
designs for upgrading sections 
of two roads. 


lo finance foreign exchange 
and local currency costs of 
commodities and minor con- 
struction services in support of 
24 AID grant-financed techni- 
cal assistance projects. 


To finance foreign exchange 
costs of services of a U.S. firm 
to prepare engineering plans 
for proposed road along shore 
of Lake Malawi. 
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New Development Loan Authorizations in Fiscal Year 1966 
A frica—Continued 


Borrower—Amount— Terms ! 


MOROCCO 


Kingdom of Morocco: $2.4 mil- 
lion (an amendment to pre- 
vious fiscal 1964 loan of $2.3 
million) ; 40 years; interest at 
1 percent during 10-year grace 
period and 21% percent there- 
after. 


S.A. Transatlas: $150,000; 15 
years including 3-year grace 
period ; interest at 514 percent 
for duration of loan. 


NIGERIA 


Federal Republic of Nigeria: 
$1.6 million ; 40 years; interest 
at 1 percent during 10-year 
grace period and 214 percent 
thereafter. 


Federal Republic of Nigeria: 
$3 million; 40 years; interest 
at 1 percent during 10-year 
grace period and 214 percent 
thereafter. 


SUDAN 


Republic of the Sudan: $5.9 mil- 
hon; 40 years; interest at 1 
percent during 10-year grace 
period and 214 percent there- 
after. 


Agriculture Products Refining 
Co., Ltd.: $3,825,000; 15 years 
including 3-year grace period ; 
interest at 514 percent for du- 
ration of loan. 


Republic of the Sudan: $1.3 mil- 
hon; 40 years; interest at 1 
percent during 10-year grace 
period and 215 percent there- 
after. 
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Purpose 


To finance foreign exchange and 
local currency costs for conver- 
sion of former U.S. Air Force 
base at Nouasseur to an inter- 
national civil airport. 


To help finance foreign exchange 
costs of establishing year- 
round tourist hotel in Agadir. 


To finance purchase from the 
United States of 85,000 tele- 
phone instruments and related 

uipment as part of Nigeria's 
telecommunications expansion 
program. 


To help finance foreign exchange 
and local costs of improve- 
ment and construction of sec- 
ene Western Avenue Agege 
road. 


To finance foreign exchange 
costs of equipment and serv- 
ices required for maintenance 
and improvement of roads and 
airport runways maintained 
by Ministry of Public Works. 


To help finance foreign exchange 
costs of establishing a dura 
processing plant. 


To assist in financing the costs 
of construction of Khartoum 
North Sewerage System. 


New Development Loan Authorizations in Fiscal Year 1966 
A frica—Continued 


Borrower—Amount—Terms ! 


TANZANIA 


Government of Tanzania: $140,- 
000; 40 years; interest at 1 per- 
cent during 10-year grace 
period and 21% percent there- 
after. 


TUNISIA 


Government of Tunisia : $15 mil- 
lion; 40 years; interest at 1 
percent during 10-year grace 
period and 214 percent there- 
after. 


UGANDA 


Government of Uganda: $650,- 
000; 40 years; interest at 1 per- 
cent during 10-year grace 
period and 215 percent there- 
after. 


Purpose 


To finance foreign exchange 
and local costs required for ex- 
pansion of Community De- 
velopment Training Center at 
Tengeru. 


To finance importation of com- 
modities and equipment in sup- 
port of Tunisia's development 
plan. 


To T finance foreign exchange 
and local currency costs of de- 
veloping privately leased and 
operate ed cattle ranches in 
southwestern Uganda. 


Fiscal Year 1966 AID Commitments 


(Millions of dollars) 
Appropriation category 
Region Total pata I 
Develop- | Technical | Supporting} Contin- interna- 
ment loans |cooperation, assistance | gency fund tional 
orgs. & 
other 
Total........ $2, 665. 0 ¡$1, 232. 4 | $312. 5 | $704.1 | $209.0 $207.0 
Far East........... 859. 8 80.0 44.5 594. 8 140. 5 |........ 
Latin America...... 684.1 505.4 78.5 44.8 95-4 |. sees 
Near East & South 
Asia............. 663. 2 576.2 43. 8 34.8 8d eoru 
Africa............. 176. 7 70. 1 81.2 23.5 lY dieses 
Non- Regional...... 281.1 0.4 64.5 6.2 3.2 | 1207.0 


1 Includes $137.8 million in Contributions to International Organizations and $69.2 million in other appro- 
pon i.e., Administrative Expenses for AID and State Department, and for American Schools and 


ospitals Abroad. 
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Technical Cooperation Grants World-Wide in FY 1966 


(Millions of dollars] 
Technical 
cooperation 
grants 

Grand total......... $312.5 || Labor.................... 
—— ————— || Health and sanitation...... 
Non-regional.............. 64.5 || Education................. 
Regional programs......... 248.0 || Public safety .............. 


Public administration... 

Community development 
and social welfare........ 

Housing.................. 


By field of activity 


Food and agriculture. ...... 48.4 || Private enterprise promotion. 
Industry and mining....... 11.2 || General and miscellaneous. . | 
Transportation............. 9.6 | Technical support.......... | 
i 
AID Employment FY 1963-1966 ! 
[As of June $0 each year] 
Year Total in AID/W* | Vietnam support 
and overseas 
| D o choos eeu eke Suet 16, 782 1, 024 
1004... 7: ey arena ne ioe a qe aiU M A 15, 642 1, 221 
IIOS isk PT END Ies uid qae 15, 098 1, 629 
CL MEDECIN EN 15, 472 2, 205 | 13 267 
U.S. nationals............... 7, 442 1, 002 | Bato 
Foreign nationals............. 8, 030 1, 203 
| 


! U.S. and minan national direct-hiro employees; excludes contract personnel. 
* AlD/Washington, D.C. 
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Total excluding 
Vietnam 


15, 758 
14, 421 
13, 469 
13, 267 


6, 440 
6, 827 


- Á — € —— . +— 


AID-Financed Technicians World-Wide; Contract and U.S. Government 


Employees 
[As of June 90, 1966) 
Field of activity Government Contract 
employees ! employees 2 

Total ie es pa od BA ie eee 3, 609 2, 894 
Food and agriculture................................ 645 519 
Industry and mining................................ 341 193 
Transportation..................................... 182 217 
LADOPR cae A AT E Sad supai d 24 115 
Health and sanitation............................... 279 76 
Edueatlohcees4 sv od es ek peu i EA we qd ee 186 1, 097 
Publio safety- rererere ek IDEAE es 292 12 
Public administration............................... 212 175 
Community development............................ 80 110 
PI GUSING ais e 14 21 
Private enterprise promotion......................... 15 134 
General and miscellaneousg........................... 533 225 
Technical support.................................. 806 |.......... 


t U.S. nationals paid from program funds—includes 2,982 AID direct hire and 627 assigned to AID by 
other Federal agencies. 
3 U.S. citizens in positions identified in AID-financed contracts. 


Foreign Technicians (Participants) Arriving in the United States for 
Training in Fiscal Year 1966 ! 


[By region and field of activity) 
Region 
Field of activity Near Total 
Latin Africa East and Far 
America South East 
Asia 
Agriculture; 654 sy Saree bar RENS 420 452 279 74 | 1, 225 
Industry, ............. vv eevee 92 43 18 72 225 
Transportation.................... 49 28 16 16 109 
DBDOR uu y; est Yaqa S O 161 8 126 11 306 
Health. ive Ex ua EXE 78 26 59 37 200 
Education........................ 292 245 57 51 645 
Public administration.............. 345 233 196 142 916 
Public safety..................... 381 101 64 70 616 
Community development........... 38 30 9 10 87 
H OUSING 32-65 iS 27 TO a cias A 37 
Atomic energy.................... ls a ee 26 10 47 
Communications media............ 3 I$ eng dass nae aS 17 
Miscellaneous..................... 145 206 67 62 480 
TPOUAT cea ds 2, 042 1, 396 917 | 555 | 4,910 


1 Excluding technicians (participants) brought to the United States by AID-financed contractors for 
training in fiscal year 1966. 
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Countries Where AID Investment Guaranties Are Available 
[As of June 30, 1966] 


Convertibilit y 


—— 


Afghanistan 

Argentina 

Bolivia 

Brazil 

British Honduras 

Central African 
Kepublic 

Ceylon 

Chad 

Chile 


China, Republic of 


Colombia 
Congo 
(Brazzaville) ? 
Congo 
(Kinshasa) 
Costa Rica 
Cyprus 
Dahomey 
Dominican 
Republic 
Ecuador 
El Salvador 
Ethiopia 
Gabon 
Ghana 
Greece 
Guatemala ? 
Guinea 
Guyana 
Haiti 
Honduras 
India 
Iran 
Israel 
Ivory Coast 
Jamaica 
Jordan 
Kenya 
Korea 
Laos 
Liberia 
Malagasy Rep. 
Malaysia 
Mali 
Mauritania 
Morocco 
Nepal 
Nicaragua 


Type of guarant y 


Expropriation 


Afghanistan 

Argentina ! 

Bolivia 

Brazil 

British IIonduras 

Central African 
Republic 

Ceylon 

Chad 

Chile 

China, Republic of 


Colombia 
Congo 
(Brazzaville) ? 
Congo 
(Kinshasa) 
Costa Rica 
Cyprus 
Dahomey 
Dominican 
Republic 
Ecuador 
El Salvador 
Ethiopia 
Gabon 
Ghana 
Greece 
Guatemala ? 
Guinea 
Guyana 
Haiti 
Honduras 
India 
Iran 
Israel 
Ivory Coast 
Jamaica 
Jordan 
Kenya 
Korea 
Laos 
Liberia 
Malagasy Rep. 
Malaysia 
Mali 
Mauritania 
Morocco 
Nepal 
Nicaragua 


Seo footnotes at end of table. 
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War, revolution and 
insurrection 


Afghanistan* 

Argentina ! 

Bolivia 

Brazil 

British Honduras 

Central African 
Republic 

Ceylon 

Chad 

Chile 

China, Republic 
of 

Colombia 

Congo 
(Brazzaville) ? 

Congo 
(Kinshasa) 

Costa Rica ! 

Cyprus 

Dahomey 

Dominican 
Republic 

Ecuador 


Gabon 


Greece 
Guinea 
Guyana 
Honduras 
India 

Israel 

Ivory Coast 
Jamaica 
Jordan 
Kenya 
Korea 

Laos 
Liberia 
Malagasy Rep. 
Malaysia 
Mali 
Mauritania 
Morocco 
Nepal 
Nicaragua 


——Ó————————————————————————————MÀÁHÁáHÁÁMHMHÉÁMÉÁÉUM NN ——————— 


Extended risk 


. Argentina 1 

Bolivia 

Brazil 

British Honduras 

Central African 
Republic 

Ceylon 

Chad 

Chile 

China, Republic 
of 

Colombia 

Congo 
(Brazzaville) ? 

Congo 
(Kinshasa) 

Costa Rica ! 

Cyprus 

Dahomey 

Dominican 
Republic 

Ecuador 


Gabon 


Greece 
Guinea 
Guyana 
Honduras 
India 

Israel 

Ivory Coast 
Jamaica 
Jordan 
Kenya 
Korea 

Laos 
Liberia 
Malagasy Rep. 
Malaysia 
Mali 
Mauritania 
Morocco 
Nepal 
Nicaragua 


Countries Where AID Investment Guaranties Are Available—Continued 
[As of June 30, 1966] 


Trinidad-Tobago 
Tunisia 


Trinidad-Tobago 
Tunisia 


Trinidad-Tobago 
Tunisia 


Trinidad-Tobago 
Tunisia 


Type of guaranty 
Convertibility | Expropriation War, revolution and Extended risk 
| insurrection 
Niger Niger Niger Niger 
Nigeria Nigeria — — 
Pakistan Pakistan — — 
Panama Panama Panama* — 
Paraguay Paraguay — — 
Peru — — — 
Philippines Philippines — — 
Portugal Portugal — — 
Rwanda ! Rwanda ! Rwanda ! Rwanda ! 
Senegal Scnegal Sencgal Senegal 
Sierra Leone Sierra Leone Sicrra Leone Sierra Leone 
Singapore Singapore Singapore Singapore 
Somali Republic Somali Republic Somali Republic | Somali Republic 
Spain 3 Spain * — — 
Sudan Sudan Sudan Sudan 
Tanzania Tanzania Tanzania Tanzania 
Thailand | Thailand Thailand Thailand 
Togo | Togo Togo Togo 
| 


Turkey Turkey Turkey Turkey 
Uganda Uganda Uganda Uganda 
Upper Volta ' Upper Volta Upper Volta Upper Volta 


U.A.R. (Egypt) 


U.A.R. (Egypt) 


U.A.R. (Egypt) 


U.A.R. (Egypt) 


Uruguay ! Uruguay ! 
Vietnam Vietnam Vietnam Vietnam 
Venezucla Venezucla Venczuela Venezuela 


Yugoslavia ? 


Yugoslavia ? 


Although the Mutual Security Act of 1959 excluded economically developed 
countries for purposes of the Investment Guaranty Program, guaranties arc still 
available for the underdeveloped overseas dependencies of the following countries: 


Denmark Denmark — — 
France France — — 
Netherlands Netherlands — — 
Norway Norway — — 


United Kingdom 


! Although applications will be accepted, guaranties cannot be processed until agreement is ratified by 
country's legislative body and in force. 

2 Restricted availability. 

3 Not presently available. 

*Includes only guaranties against loss due to dainage froni war. 
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1962 


1963 
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AID-Financed Contracts for Development of Cooperative- Type Institu- 
tions, Fiscal Year 1966 


Number of 
Number persons Funds 
Contractor of employed expended 
contracts under 
contracts 


American Institute for Free Labor Develop- | 


ment (AIFLD).......................... 24 47 * $833, 000 
Cooperative League of the USA (CLUSA).... 8 46 | 1, 913, 000 
Credit Union National Association (CUNA)... 21 36 797, 000 
Farmers Union International Assistance 

Corporation (FUIAC).................... 11 24 578, 000 
Foundation for Cooperative IIousing (FCH)... 15 24 514, 000 
Fund for International Development (FICD).. 3 11 146, 000 
International Cooperative Training Center x 

(IC TO ls pardas Dis data lero E 5 21 240, 000 
National League of Insured Savings Associa- 

tion (CN LISA) 60654 NS haw ile b a e es 6 10 80, 000 
National Rural Electric Cooperative Associa- 

tion (NRECA)........... 0.0.0: usss ee ees 16 33 388, 000 
Joint Commission Rural Reconstruction in 

China (Vietnan). o oo coe ect b ee A 1 561, 000 
Checchi & Company (Sierra Leone)........... 3 1 320, 000 
International Cooperative Development As- 

sociation (ICDA)........................ 2 6 90, 000 

TOUS IS aus dX A or ee ROSE 114 260 |$6, 460, 000 

Investment Survey Program Activity 
Fiscal Years 1968-1966 
FY 1963 FY 1964 FY 1965 FY 1966 
Surveys authorized !..... 29 59 57 59 
Maximum AID obligation. $403, 800 $701, 300 $586, 900 $1, 139, 700 
Surveys completed....... 3 18 | 35 33 
Decisions to invest....... 0 4 11 7 
Maximum potential 
investment............ 


0 p 000, 000 :$18, 000, 000 | $27, 400, 000 


! One survey authorized in F Y 1962. 


P — w 


Misc. Machinery 
(Agric. & Indust.) 


Iron 8 Steel 


Chemicols 
Motor Vehicles 


Fertilizers 


Construction 
Equipment 


Electrical 
Apporatus 


Tractors 
& Ports 


Copper & 
Products 


Rubber & 
Products 


Petroleum - 
Non -F uels 


Railroad 
Equipment 


Textiles 
FY 1960 FY 1966 


TOTAL COMMODITIES 
Pulp & Paper PURCHASED 
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Obligations of U.S.-Owned Foreign Currencies for Economic Development 
and Defense Support Fiscal Year 1966 


[Thousands of dollar equivalents) 
Region 
Near 
Field of activity Total East Latin Far 
and America East Africa | Europe 
South 
Asia | 

Total. oet bou AIV dub Ea $687, 660 | $389,769 | $28,525 | $138, 578 | $37,783 $93, 005 

Direct military support................... 118, 637 5,201 |... 109, 193 4,243 |....... 
Food and agriculture..................... 109, 328 87, 436 5,213 1, 287 5, 445 9, 947 
Industry and mining ..................... 81, 493 30, 378 3,407 |.......... 9, 521 38, 187 
Transportation ....................... 42, 268 23, 324 3, 111 313 1, 120 14, 400 
ADO ire petal Ns Pee aE 21, 343 21, 184 18071. O AE E E TOTEM 
Health and sanitation .................... 23, 620 22, 311 1:309]. 5255 A sut amis s: Gx 
Education................................ 64, 557 43, 794 1, 271 17, 894 1,598 |.......... 

Public safety ............................. 11. ii IL uses ues eun wad, 
Public administration .................... 147 43 eS M PERO EE 
Community development ................ 37, 740 35, 343 2:397 [sz IA AA 
Housing.................................. 32, 718 2.718 A AA Net gah za $536 30, 000 
Private enterprise promotion ............. 83, 075 71, 355 9,338 |.......... 1, 919 463 
General and miscellaneous................ 72,723 46, 682 2, 205 9, 891 13, 937 8 


t Currencies derived from sale of U.S. surplus agricultural commodities under Title I of Public Law 480. 
NOTE: Data converted on the basis of June 30, 1966 exchange rates. Excludes “Cooley” loans. 


U.S. Share of AID-Financed Commodity Expenditures Fiscal Years 


1960-1966 
[Millions of dollars) 
Commodities purchased in U.S. 
Total expenditures 
Fiscal year for commodities 
Amount Percent of all com- 
modity expenditures 
9007... usus as Eu iu was $1, 040 $423 41 
A bo NEP 1, 055 466 44 
19622. A oe ee cee ek 884 586 66 
1908 E hie eines NER bao 1, 146 905 79 
lr m 1, 165 1, 008 87 
1969... ccd oes iA ORUM ER ERI 1, 288 1, 186 92 
1966 oy est wk wae eee a 1, 232 1, 111 90 


AID Outshipments of Excess Federal Property ! 


(Original acquisition cost in millions of dollars) 


Region | F Y 1965 F Y 1966 Percent increase 

Near East and South Asia........... $10. 9 $15. 2 39 
Par East.......................... 4.5 14.9 231 
ATO. oi ead ce Sea odes 2.0 3. 2 60 
Latin America..................... 1. 3 1. 6 23 
Tota e Seu E ade bi $18. 7 | $34. 9 87 


! Excess U.S. Government-owned equipment obtained by AID for use in developing country rams 
und projects, as authorized by Section 608 of the Foreign Assistance Act. j VINO 
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Organizations Registered with the Advisory Committee on Voluntary 
Foreign.Aid and Receiving AID Ocean Freight Payments ! in FY 1966 


American Friends Service Committee 

American Jewish Joint Distribution 
Committee ? 

American Korean Foundation 

American Mission to Greeks ? 

American National Red Cross ? 

American ORT Federation 

American Relief for Poland 2 

Assemblies of God, F.S.C. 

CARE, Inc. ? 

Catholic Relief Services, NCWC 1 

Christian Reformed World Relief 

Church World Service ? 

Foster Patents’ Plan 

Friends of the U.S. of L.A. (F USLA) 

Hadassah ? 

Heifer Project 

International Educational Develop- 
ment 


International Rescue Committee 

Iran Foundation 

Lutheran World Relief ? 

Meals for Millions Foundation 

Medical Assistance Programs, Inc. 

Mennonite Central Committee 2 

N.A.E. World Relief Commission ? 

People to People Health Foundation 
(Project HOPE) 

Project Concern 

Seventh-Day Adventist Welfare Ser- 
vice ? 

Summer Institute of Linguistics 

Thomas A. Dooley Foundation 

Tools for Freedom Foundation 

World Vision Relief Organization 

YMCA, International Committee 


! AID obligated $5,435,950 to cover freight costs for overseas shipment of supplies pur donated for 


the overseas work of these 31 registered voluntary agencies and the American Nationa 


Red Cross. The Red 


Cross is not a registered voluntary agency. It receives assistance under special agreement. 
2 Participating in the Food for Peace Program. During fiscal year 1960, AID obligated $60 million to 
transport foods to 79 countries under the Food for Peace program. 


Military Assistance Program for Fiscal Year 1966 


[Thousands of dollars) 

Total. at oh cht Rca o Mor aku dete dn did a eru ! $1, 636, 149 
EUROPE. unb teo EE REC ee ee Rae eae ae eee 59, 446 
DenmBtk.. oet Ope det a E er Ke Ge id ble et d A RON 1, 165 
INGOEWHY O doo caa wd eur dia Ra ee eRe pa s 34, 582 
Portugal y, iow A enna o uA E 620 
jui PI oye Shee ee oie oe cree law Senet tou Ae ed 19, 419 
Weapons Production Program............................. 4, 797 
European Area Program.................................. 863 
MAP Assets Applied to Country Programs. ................ 2, 000 
NEAR EAST and SOUTH ASIA...................... eee ee 241, 240 
AfglianiSUiDo usu essem Ie kapa we ne eee care ae 126 
E o oe d ES Luv Thu uama ea dd ut a to BB C WE d 79, 554 

Indig: 2.220229 sale Due bi Sexe gut bu da a Ee c a uS (2) 
DROS raza ayapampaman qp etes Sot acea ee T 210 
Traer S. Y bagi Za sus a kalu aS Sidus ne 45, 733 
SORTIS u a ales pant er ^id END 4, 063 
LObARDOI ooo ud enu buddies Qvid Ri Debate dco ata 74 

Nepal e eeneioe taut earns AS 2 oa eiu UN (2) 

PakisUnn ov y aad gate ek uku aaa Re share PQ (2) 
Saudi ATSD18:. zero Q anu das Q aa 799 
SAOI add Staub mer 26 
Turkey oes ho etn tus ates aC date ee e ate is LANE eei 127, 727 
Near East and South Asia Area PrograM................... 11, 908 
MAP Assets Applied to Country Programs................. 28, 983 


See footnotes at cnd of table. 
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Military Assistance Program for Fiscal Year 1966—Continued 


[Thousands of dollars) 


CONO Coe UE DERS E RR HERE EON ES EE i aed uds 
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o 265 TDI EET T T TT M oe ee eee 
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Senekal xis CV 
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NA scu ease AUR EK a saves a uo RAS UR Oa pta 
Far East Area Program.................................. 
MAP Assets Applied to Country Programs. ................ 


LATIN AMERICA cons aia 
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Bolivia 


oe © © © 9 © 4d © © 0... » € à 9 » $9 6 o 9 o 9 * $9 * e $ ee à Q 59 9 e.o 0? 9» o Q 9$ ° 9 o 9" 09 o e * 0 


ColomblA co uyu tasya a dedo Uu Rea Mob ad Ge ewe we eae dire 
Costa- RICA HP -—-— e a ea 
Dominican Republic 
Ecuador 


€ * c9 c e ú € * e e o o n Q o 0 * » e 9 » * 0 * e » * q e * 9 ° * e ° €* * 
p.e 9 c9 à c9 €» q à» * » * à e à Q € q ... »? Q o * 9 s 9 * e e 0 9 e o € e so * s o s s e ° à * ° 
e 9 9 9 c a 9 e a . ə * o o » € 8 * n * e» * * ç * sS s «e >` 9 «s o * 9$ s € «a * * o * e e * * 
e 9 9 e ? e Ó ?9 $9 . * à 0 € e $9 * s o o * so € à 6 s * a o à 0 o s a 9 o 9 0 0 ° * e o * à 
* 9 e . c e 9 € 9? ea e e > e 0 » * à» o e o » o o * e» 9 so * s? $ e * q 9 s o o * ? * * e e * € 


. = © © © © 9 © © © à à © à $9 © © €» 8 o B à e 9 8 0 Q © 9 * 9? 9 q 0$ 9 o 9 9 9» 9 a o 9 9 * ° ew ° 


A ou dee et A estie dr SG ER 2 loe Re a Sep Qe duod 
Nicaragua 
Paraguay 
POE. ode eto needs adici A See a Ern 
Panama. luu ag eios lee che ien o SR yE eau cee rU Suha Gt Qw 
EN UY S olor anh aay station at Fea nca sais 
Venezucla 


€ e c» a 9 © o? b 4 9 © Be e $9 à 9€ 9 *? o 09 Pe à Q à $ e 9 e e ee $9 s à * ee € * o 9 * «4 ° 


Latin America Arca Program 


NON-REGIONAL 


Ó. 9 e 9 c! av os sa B5» € à €» à s 5$ s 0 4 B9 9 à» 9 € b 9 9$ o 8 o * o 8 se... 0 °. o e a... 


* e e ° 9 P d e » 9 * d a $9 ° à à Q à €! cs 9*9 a 9 à @ o @ * 06 o o 0 9 e 9 9 à à q a qz ev 89 ^ ° P 


ee . © a © 9? 0» * q à o * $9 9 9 e o 8 9 * 9 09 à * ° e * 8 


* € à » à 2» 9 e 9 n 9 $9 o $4 e < 9 4 à à à 9 e 5» 9 s 9 w 9 $9 @ e e * * o? o o q “° * 5 


Administrative Expenses................................. 
Other Non- Regional Programs 


€ ° ° . e s * e e a e uq 9 e Q . QQ o o s 0 o 0 o 09 e e 


234, 655 


23, 818 
210, 837 


t Includes $473.3 million of F Y 1966 programs for Vietnam transferred to thc military departments. 


* Data classified: included in the figure for the Area Program. 
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Foreign Disasters and Emergency Relief Expenditures ! 
Fiscal Year 1966 


(Thousands of dollars) 
AID 
Voluntary Total 


Region PL 480 Agencies U.S. 
Contingency Other 2 
Fund 


—n s — 


Africa... ................ $68. 8 $29. 5 |$12, 713. 9 $26.9 |$12, 839. 1 
Latin America.......... 361.2 19.3 1, 370. 1 988. 6 2, 739. 2 
Near East-South Asia.... 82.2 906. 0 13. 3 131.1 1, 132.6 
Far East............... 139.8 3 84.0 | 9,448.1 416.4 | 10, 088. 3 

TOTAL.........| $652.0 | $1, 038. 8 |$23, 545. 4 |$1, 563.0 [$26, 799. 2 


1 During FY 1966, AID provided assistance to the victims (estimated at more than 4 million persons) of 
48 major disasters. Regionally, the disaster incidence was: Africa—15; Latin America—16; Near East- 
South Asia—5; and Far East—12. Disasters included floods, typhoons, tidal waves, earthquakes, land- 
slides, fires, drought and famine. 

2 Includes projects financed with AID funds as well as projects financed by other U.S. Government 


agencies. 
3 Includes $55,997 expended by the U.S. Army in Japan for which AID reimbursement was not requested. 


FREEDOM OF NAVIGATION AND 
NON-DISCRIMINATION 


The following statement is provided in compliance with Section 
634(a) of the Foreign Assistance Act as amended: 

Governmental practices tending to discriminate between U.S. 
citizens on religious grounds continued to occur in some countries in 
the Near East, principally with respect to travel. Although the extent 
of these restrictions has been reduced over the years, little progress 
was made in fiscal 1966. Some success has been achieved in mitigating 
the effects of the Arab boycott on certain American firms and individ- 
uals. Under amendments to the Export Control Act, American ex- 
porters must provide the Department of Commerce with information 
about proposals to engage in restrictive trade practices or boycotts. The 
Secretary of Commerce encourages firms not to become involved in 
such arrangements. 

The Suez Canal remained closed to Israeli ships and cargoes. The 
state of Arab-Israeli relations continued to be the chief barrier to 
progress in removing this restriction. 


AGENCY ADVISORY COMMITTEES 
FISCAL YEAR 1966 


Advisory Committee on Economic Development 

Advises the Administrator and senior staff in the fields of re- 
search, evaluation, and planning assistance, and provides a channel 
of communication between the Agency and professional scholars con- 
cerned with developing countries. 
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Members: Edward S. Mason, Professor of Economics, Harvard 
University, Chairman; Vincent Barnett, President, Colgate Univer- 
sity; Hollis B. Chenery, Professor, Department of Economics, Har- 
vard University; Emile Despres, Director, Research Center in Eco- 
nomic Growth, Stanford University; Allan R. Holmberg, Professor 
of Anthropology, Cornell University; Max F. Millikan, Director, 
Center for International Studies, Massachusetts Institute of Tech- 
nology; Lucian W. Pye, Professor of Politica] Science, Center for 
International Studies, Massachusetts Institute of Technology; 
Theodore W. Schultz, Professor of Economics, University of Chicago. 


President's General Advisory Committee 
on Foreign Assistance Programs 


The Committee provides the Executive Branch with continuing 
advice on ways to improve the effectiveness of U.S. foreign assistance 
programs. 

Members: James A. Perkins, President, Cornell University, 
Chairman; Dwayne O. Andreas, Chairman, Executive Committee, 
National City Bank of Minneapolis; Joseph A. Beirne, President, 
Communications Workers of America; Eugene R. Black, Special 
Presidential Advisor for Southeast Asian Economic and Social De- 
velopment ; Mrs. Everett N. Case, Chairman, Board of Trustees, Skid- 
more College; Luther H. Foster, President, Tuskegee Institute; Alfred 
M. Gruenther, Past President, American National Red Cross; J. 
George Harrar, President, The Rockefeller Foundation. 

Also, William R. Hewlett, President, Hewlett-Packard Company; 
Sol M. Linowitz, Chairman of the Board, Xerox Corporation; 
Edward S. Mason, Lamont University Professor, Harvard University: 
George Meany, President, AFL-CIO; Franklin D. Murphy, 
Chancellor, University of California at Los Angeles; Samuel M. 
Nabrit, President, Texas Southern University; David Rockefeller, 
President, The Chase Manhattan Bank; Arthur K. Watson, Chair- 
man, IBM World Trade Corporation ; William J. Zellerback, Presi- 
dent, Crown-Zellerback Paper Company. 


Development Loan Committee 


The Committee, under the direction of the AID Administrator, 
establishes policies, standards and criteria for the Agency’s lending 
operations. 

Members: David E. Bell, AID Administrator; Donald W. 
Hoagland, Assistant. Administrator, Office of Development Finance 
and Private Enterprise, AID; Harold F. Linder, Chairman of the 
Board of Directors of the Export-Import Bank of Washington: 
Anthony M. Solomon, Assistant Secretary of State for Economic Af- 


fairs; Winthrop Knowlton, Assistant Secretary of the Treasury for 
International Affairs. 
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Cooperative Advisory Committee 

Agricultural and cooperative specialists who bring to bear the 
knowledge, resources and experience of non-government organizations 
on the Agency’s programs. 

Members: Herbert J. Waters, Assistant Administrator for Ma- 
terial Resources, AID, ex-officio, Chairman; James E. Bent, Presi- 
dent, Hartford Federal Savings, Hartford, Connecticut; John B. 
Clarke, Treasurer and Chief Business and Financial Officer, Howard 
University ; Clyde T. Ellis, General Manager, National Rural Electric 
Cooperative Association; Leon Keyserling, Economic Consultant; 
Murray D. Lincoln, Past President, Cooperative League of the U.S.A. ; 
Kenneth J. Marin, Past President, Credit Union National Association. 

Also, Kenneth D. Naden, Executive Vice President, National 
Council of Farmer Cooperatives; Herschel D. Newson, Master, Na- 
tional Grange; James G. Patton, Past President, National Farmers 
Union; Walter Reuther, President, International Union of United 
Automobile, Aerospace and Agricultural Implement Workers of 
America; Charles B. Shuman, Past President, American Farm Bu- 
reau Federation; Bishop Edward E. Swanstrom, Executive Director, 
Catholic Relief Services, National Catholic Welfare Conference; M. 
W. Thatcher, President, National Federation of Grain Cooperatives. 


Advisory Committee on Housing and Urban Development 

Provides advice and guidance in the administration of AID’s re- 
sponsibility to make investment guaranties for housing projects in 
accordance with Sections 221 and 224 of the Foreign Assistance Act 
of 1962, and gives general guidance in tlre development and adminis- 
tration of AID’s program of housing and urban development. 

Members: Osborne T. Boyd, Director, Industrial and Urban 
Development Services, AID; Charles Abrams, Housing Consultant 
to the United Nations; Alexander Bookstaver, Economic Adviser for 
AFL-CIO; W. Evans Buchanan, Past President, National Associa- 
tion of Home Builders; Arthur H. Courshon, Chairman of Board, 
Washington Federal Savings and Loan Association, Miami Beach, 
Florida; Raymond P. Harold, President and Chairman of Board, 
Worcester Savings and Loan Association, Worcester, Massachusetts. 

Also, Nathaniel S. Keith, President, National Housing Confer- 
ence; Mrs. Anne Roberts, New York City Economic Opportunity 
Committee; Frank M. Summers, Attorney at Law, East St. Louis, Illi- 
nois; Arthur Tonsmeire, Jr., President, First Federal Savings and 
Loan Association, Mobile, Alabama; Benjamin Turner, Attorney and 
Home Builder, Coral Gables, Florida; William L. C. Wheaton, Pro- 
fessor, University of California Institute of Urban and Regional 
Development. 
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Ex-officio members: The Honorable Robert C. Weaver, Secretary 
of Housing and Urban Development; The Honorable John E. Horne, 
Chairman, Federal Home Loan Bank Board. 


Advisory Committee on Voluntary Foreign Aid 

Established by the President in 1946 to succeed the War Relief 
Control Board in correlating government foreign aid programs with 
those of voluntary aid agencies. Registers U.S. voluntary, nonprofit 
agencies for foreign aid activities and approves their programs; cer- 
tifies to their eligibility for freight subsidies for overseas shipment of 
their own donated supplies or relief, rehabilitation and technical as- 
sistance; certifies to their eligibility to participate in the food distribu- 
tion program under Public Law 480. 

Members: Charles P. Taft, Attorney at Law, Cincinnati, Ohio, 
Chairman; Margaret Hickey, Public Affairs Editor, Ladies Home 
Journal, Vice Chairman; Gordon M. Cairns, Dean, College of Agri- 
culture, University of Maryland; Ugo Carusi, retired government 
official, Washington, D.C.; John B. Faegre, Jr., Attorney at Law, 
Minneapolis, Minnesota; Adelaide C. Hill, Institute of African 
Studies, Boston University. 

Also, Mrs. Martha Irvine, civic and public service leader, Long 
Island, New York; Raymond F. McCoy, Dean, Graduate School, 
Xavier University; James T. Nicholson, retired, former Vice Presi- 
dent, American National Red Cross, Chevy Chase, Maryland; George 
Nelson Lund, President, First National Bank, Reserve, Montana; 
Lessing J. Rosenwald, Chairman, Rosenwald Fund; Elmore R. Torn, 
Trans-Continental Gas Pipeline Corporation, Austin, Texas. 


Advisory Committee on International Education of Health 

Manpower 

Advises the Administrator on all AID policies and programs re- 
lating to health manpower. 

Members: James P. Dixon, President, Antioch College, Chair- 
man; John A. D. Cooper, Dean of Sciences, Northwestern Univer- 
sity; Albert W. Dent, President, Dillard University; Thomas H. 
Hunter, Chancellor for Medical Affairs, University of Virginia; John 
W. Knutson, Professor of Preventive Dentistry and Public Health, 
University of California; Robert C. Long, Chairman, International 
Committee of the American Medical Association; John A. Logan, 
President, Rose Polytechnic Institute. 

Also, Margaret Mead, Curator of Ethnology, American Museum 
of Natural History; Robert S. Morison, Director, Division of Bio- 
logical Sciences, Cornell University; Margaret L. Shetland, Dean of 
the College of Nursing, Wayne State University ; Ernest L. Stebbins, 
Dean of the School of Hygiene and Public Health, Johns Hopkins 
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University; John M. Weir, Director, Medical and Natural Sciences, 
The Rockefeller Foundation. 


Advisory Committee on Research 


Advises AID on the development and administration of sound 
policies and programs of research on the problems of developing 
countries. 

Members: Walsh McDermott, Chairman, Department of Public 
Health and Preventive Medicine, Cornell University, Committee 
Chairman; Clifford R. Barnett, Associate Professor of Social Anthro- 
pology, Stanford University; Robert A. Charpie, President, Elec- 
tronics Division, Union Carbide Company ; Kurt W. Deuschle, Chair- 
man, Department of Community Medicine, University of Kentucky; 
Merle Fainsod, Chairman, Department of Government, Harvard Uni- 
versity ; Max F. Millikan, Director, Center for International Studies, 
Massachusetts Institute of Technology. 

Also, Arthur T. Mosher, Executive Director, The Agricultural 
Development Council, Inc.; Roger Revelle, Director, Center for Popu- 
lation Studies, Harvard School of Public Health; Eugene B. Skolni- 
koff, Political Science Section, Massachusetts Institute of Technology ; 
F. Joachim Weyl, Special Assistant to the President, National Acad- 
emy of Sciences; Carroll Wilson, Professor of the Sloan School of 
Management, Massachusetts Institute of Technology; Abel Wolman, 
Professor of Sanitary Engineering, Johns Hopkins University. 


Committee on AID-University Relations 

Serves as a forum for discussion of the mutual interests of AID 
and American universities in developing nations. 

Members: William C. Friday, President of the University of 
North Carolina, Chairman; Stephen K. Bailey, Dean, Maxwell Grad- 
uate School of Citizenship and Public Affairs, Syracuse University ; 
Louis T. Benezet, President, Claremont Graduate School and Uni- 
versity Center; John T. Caldwell, Chancellor, North Carolina State 
University at Raleigh; Harlon H. Hatcher, President, University of 
Michigan; David D. Henry, President, University of Illinois; Gray- 
son L. Kirk, President, Columbia University; Charles P. McCurdy, 
Jr., Executive Secretary, Association of American Universities. 

Also, Rosemary Park, President, Barnard College; Edgar F. 
Shannon, Jr., President, University of Virginia; Rt. Rev. Msgr. James 
P. Shannon, President, College of St. Thomas; Russell I. Thackrey, 
Executive Secretary, National Association of State Universities and 
Land-Grant Colleges; Herman B. Wells, Chancellor, Indiana Univer- 
sity; Logan Wilson, President, American Council on Education; O. 
Meredith Wilson, President, University of Minnesota; F. L. Wormald, 
Vice President, Association of American Colleges. 
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Observers: Richard A. Humphrey, Director, Commission on In- 
ternational Education, American Council on Education; Elton L. 
Johnson, Director, International Rural Development Office, National 
Association of State Universities and Land-Grant Colleges; Howard 
P. Wile, Executive Director, Committee on Governmental Relations, 
The National Association of College and University Business Officers. 


Labor Advisory Committee on Foreign Assistance 


Advises and assists AID in its labor programs, policies, and 
problems. 

Members: George Meany, President, AFL-CIO, Chairman; I. W. 
Abel, President, United Steelworkers of America; Joseph A. Beirne, 
President, Communications Workers of America; William C. Doherty, 
Jr., Administrator, American Institute for Free Labor Development; 
David Dubinsky, President, International Ladies Garment Workers 
Union; John J. Grogan, President, Industrial Union of Marine and 
Shipbuilding Workers of America; A. F. Grospiron, President, Oil, 
Chemical and Atomic Workers International Union; George M. Har- 
rison, Chief Executive Officer, Brotherhood of Railway Clerks; Al- 
bert J. Hayes, Vice President, AFL-CIO. 

Also, Paul Jennings, President, International Union of Electrical, 
Radio and Machine Workers; Joseph D. Keenan, Secretary, Interna- 
tional Brotherhood of Electrica] Workers; Ernest S. Lee, Assistant 
Director, Department of International Affairs, AFL-CIO; Jay Love- 
stone, Director, Department of International Affairs, AFL-CIO; 
Andrew C. McLellan, Inter-American Representative, AFL-CIO; Lee 
W. Minton, President, Glass Bottle Blowers Association of the United 
States and Canada; A. Philip Randolph, President, Brotherhood of 
Sleeping Car Porters; Walter P. Reuther, President, International 
Union of United Automobile, Aerospace and Agricultural Imple- 
ment Workers of America; Thomas E. Robles, Associate Inter- 
American Representative, AFL-CIO; James A. Suffridge, President, 
Retail Clerks International] Association. 


Subcommittee on AID Matters of the Foreign 
Exchange Committee of New York Banks 


Advises in the development of AID financing procedures and the 
drafting of regulations and their amendments. 

Members: Arthur Bardenhagen, Vice President, Irving Trust 
Company, Chairman; Milton S. Coe, Assistant Vice President, The 
Chase Manhattan Bank; James A. Harrington, Assistant. Vice Presi- 
dent, Bankers Trust Company; Arthur C. Krymer, Vice President, 
Chemical Bank New York Trust Company; Anthony L. Leone, Assist- 
ant Vice President, First National City Bank; Harold T. McGrath, As- 
sistant. Secretary, Manufacturers-Hanover Trust Company; William 
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E. McGraw, Assistant Vice President, Morgan Guaranty Trust Com- 
pany; Henry Reuter, Assistant Vice President, The Marine Midland 
Trust Company. 


Tbe Interagency Police Group 


Assists AID's Administrator in the coordination and leadership 
of U.S. police assistance programs. 

Members: Byron Engle, Director, Office of Public Safety, AID, 
Chairman; Joseph J. Casper, Assistant Director, Federal Bureau of 
Investigation, Department of Justice; Arnold Sagalyn, Director, Law 
Enforcement Coordination, Treasury Department; Albert A. Rabida, 
Officer in Charge, Internal Defense Policy, Politico-Military Affairs, 
Department of State; Maj. Gen. Carl Turner, Provost Marshal of the 
U.S. Army. 
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